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What Profit does == 
the Farmer Make ? 


GOOD crop in the granary does not represent 
profit to the farmer unless the cost of raising 
the grain is less than its market value. About 65 
percent of this cost is made up of pqwer and labor. 


Furthermore, these operations are the only part of 


the expense over which the farmer has any definite 
control because they are largely a matter of mechan- 
jical efficiency. This Company has always 


specialized in building time 
and labor-saving machines 


Crop production depends so much on mechanical that would enable farmers 


to increase their capacity, 


operations that efficient farm machines are essential 


costs. This same principle 
in design is applied to every 


to profitable farming. No farmer can make profits or eee 
unless his operating equipment is sufficiently com- 

plete and modern to enable him to cut his production 

costs to the minimum and do good quality work. 


Since 1842 Case has made uninterrupted and out- 
standing progress in the development of time and 
labor-saving farm machines. Case power farming 
machines offer the utmost in capacity, low cost of 
operation and long life, and are therefore the most 
profitable investment a farmer can make in operating 
equipment. 


J. 1. CASE CO., Inc., Racine, Wis. 


CASE 


QUALITY MACHINES 
FOR PROFITABLE FARMING 


Est. 1842 
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- {THE JOURNAL COVER ILLUSTRATION ; FROM A PAINTING BY WALTER DE MARIS]——« 


is an immense item 
in our national life. As a 
growing crop the welfare of a 
multitude of people grows with it. 
Fortunes go up with it as it flour- 
ishes, or are adversely affected if it 
languishes. 

On the harvested crop a great 
manufacturing industry rests, draw- 
ing, from many directions—as all 
great industries do 
—machinery, mater- 
ial of many kinds 
and an infinite vari- 
ety of skill. 

In the distribution 
of the manufactured 
article there is an- 
other vast organiza- 
tion drawing upon 
many trades and 
professions, and ex- 
erting a positive in- 
fluence on real estate 
values in all cities 
large and small. 

More difficult to 
trace but as we all 
know not a whit less 
positive is the final 
influence of tobacco on life and soci- 
ety, for tobacco is the means of the 
first great adventure of many small 
boys; the source of inspiration of 
many men whom the world regards 
as geniuses, the final comfort and 
solace that remains when all other 
friends of many an old man’s genera- 
tion have run off and left him. 

An intriguing, alluring romantic 
weed—one may well marvel at its 
potency. When the white man came 
across tobacco, the first delicate 
waves and spirals of its smoke, then 


and there—weak and as easily dis- 
pelled as is a whiff of tobacco smoke 
—entrapped not only an individual 
but whole nations of individuals and 
then, on and on, down through the 
centuries retained its hold on man- 
kind. 

The best crop in the early history 
of Virginia, it soon became also the 
money of the colony. “As the de- 

mand increased, the 
profits became corre- 
spondingly great,” 
says the Billings his- 
tory of the plant, 
“and every other spe- 
cies of labor was 
abandoned for the 
cultivation of tobac- 
co. The houses were 
neglected, the pali- 
sades suffered to rot 
down, the fields, gar- 
dens and public 
squares, even the 
very streets of James- 
town, were planted 
with tobacco. The 
townspeople, more 
greedy of gain than 
mindful of their own security, scat- 
tered abroad through the wilder- 
ness, where they broke up small 
pieces of rich ground and made their 
crop regardless of their proximity to 
the Indians, in whose good faith so 
little reliance could be placed.” 


UR cover illustration is the 

artist’s conception of a fair day 
in old Jamestown when they raised 
“money” in the streets and rolled it 
to market in great casks, for want of 
a better way. 
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Is this where you do your daily work ? 


N busy banks and offices, a steady hum 
of conversation combines with clatter- 
ing typewriters, banging doors and drawers, 
the shrill jangle of telephones, and raucous 
street noises to produce a tumult that low- 
ers the efficiency of every member of the 
organization. 


Attimes you may not notice these noises. 
But day by day they are steadily under- 
mining concentration . . . tiring you physi- 


cally ...and sapping your nervous strength. 


Rid your bank of annoying, 
costly noise 


Thousands of wise bankers and business 


men have put a permanent end to this 
annoying and costly din. They have had 
Acousti-Celotex applied to the ceilings of 
their banking rooms and offices. 


Acousti-Celotex is a noise- absorbing 
cane fibre tile that comes in rigid units 
which are quickly applied to the ceilings 
in old or new buildings. The natural buff 
color and trimness of these units add to 
the beauty of any office. 


Acousti-Celotex is easily cleaned—the 
upkeep cost is low. If desired, it can be 
painted and repainted (even with lead and 
oil paints) to conform with any decorative 


The word 


CELOTEX 


(Reg. U. S. Pat. Off.) 


is the trademark of and indicates 


The Celotex Company 


Chicago, Illinois 


— 


— 


FOR LESS HEARING 


manufacture by 

| 

| 

| 

| 

| 
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scheme, without loss of its sound-deaden- 
ing value. 


Mail the coupon below for literature 
which explains how this remarkable ma- 
terial will create a newatmosphere of quiet 
and dignity in your bank or office . . . how 
it will pay you extra profits through in- 


creased efficiency. 


The Celotex Company, Chicago, Illinois. 
In Canada: Alexander Murray & Co., Ltd., 
Montreal. Sales Distributors throughout 
the world. Acousti-Celotex is sold and 
installed by Approved Acousti-Celotex 


Contractors. 


The Celotex Company maintains an acoustical engi- 
neering service with which all architects are familiar 


ABAJ 2-30 


THE CELOTEX COMPANY 
919 North Michigan Avenue, Chicago, Illinois 


Please send me your free Acousti-Celotex book 
about noise. 


Name.... 


Street 


When writing to advertisers please mention the American Bankers Association Journal 
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This Month’s Journal 


and 


Your Own Bank 


READ and butter has made the complicated question of whither 
B is banking trending a subject of daily discussion among bankers 

for several years. Only of late has the general public become 
interested in the future of banking. 

No better indicator of this newborn public interest in banking is 
the pile of bills that has accumulated in Congress, seeking in one way 
or another to change existing conditions. And the time is rapidly 
approaching when Congress must decide how it will dispose of this 
accumulation. In order to present this array of banking bills in their 
true perspective the JOURNAL is presenting a comprehensive article by 
Thomas B. Paton, General Counsel of the American Bankers Associa- 
ton, which reviews the various pending measures and interprets their 
relative degrees of importance to banking. 


P. G. HARDING, Governor of the Federal 

@ Reserve Bank of Boston and Former Gov- 

ernor of the Federal Reserve Board, in an article 

“Suggested Changes in the Federal Reserve Act” 

typifies the spirit of change which has found ex- 

pression in the proposals of the Federal legislators. 

One of the best known authorities in the country 

on the practical operations of the Federal Reserve 

System, Governor Harding is espousing the cause 

of the smaller banks who have been seeking larger 

dividends from the Federal reserve banks by pro- 

posing the lowering of the franchise tax privileges 

of the United States Government. He is crystallizing a sentiment 

which for a long time has been evident only through vague murmur- 
ings and distant rumblings. 


CONOMISTS have been persistently raising the question of whether 
there is a world shortage of capital. Most of those who have 
evidenced curiosity in this regard are elsewhere than in the United 
States, but the whole matter inescapably revolves around the capital 
sources of this country. Nor is this subject one of the higher realms 
of economics alone. It has a very practical application since the law 
of supply and demand controls money rates as well as commodity 
prices. Prof. T. N. Carver of Harvard University discusses the quesr 
tion in this issue of the JOURNAL. The forces he sees at play in the 
probable course of the volume of capital are highly interesting, very 
close to home and operate under the gaze of every thinking busi- 
ness man. 


NOTHER product of expert banking knowledge 

is “Canada’s Experience With Branch Bank- 
ing,” by Meredith F. Foster, of the division of bank 
operations of the Federal Reserve Board. The 
author has compiled the results of over 6000 miles of 
travel by train, boat and airplane in the quest of 
first-hand material on the value of the banking 
system of the neighboring Dominion. No matter 
is more squarely before the country than branch 
banking. No discussion of the question fails to 
use Canada as an example. Here is a new study of 
its operation over the border. 
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“A good type of book for any bank 
officer to read.”—Bankers’ Monthly. 


The Bank and 
Its Directors 


Craig B. 


Vice-President and Director, 
First National Bank of Chi- 
cago and First Union Trust 
and Savings Bank; Presi- 
dent, American Bankers As- 
sociation, 1928-1929. 


NTO the 251 pages of 

this book, Mr. Hazle- 
wood has put fundamen- 
tals of profitable man- 
agement which every bank Seahie should 
know and every bank officer will read with 
interest. He suggests scores of ways—all 
drawn from practice—by which directors 
and operating officials can work together to 
increase the bank’s business along sound 


lines. 


Many Banks Are Providing Each Officer 
and Director with a Copy 


Among the representative institutions which, 
since the book’s publication less than three 
months ago, have ordered in quantity for 
this purpose are: 


First National Bank of Hudson National Bank 

Chillicothe The Willimantic Trust 
Kalamazoo Trust and Company, 

Savings Bank First National Bank of 
Gramatan National Bank Chicago 
and Trust Company Etc., ete. 


Deals with Questions of Management 


To give officers and directors alike a definite basis 
for judging results secured by their banks, this 
book presents comparative statistics and tabu- 
lated performance data covering all. major items 
of banking income and expense for institutions of 
varying size. It discusses scores of topics like 
the director’s opportunities to bring in new busi- 
ness; managing the bank’s funds; what_consti- 
tutes a sound, profitable loan policy, including the 
matter of local accommodation; suggestions for up- 
building individual departments; internal organi- 
zation problems; etc. The methods and policies 
explained have been drawn, not only from Mr. 
Hazlewood’s own rich experience, but from direct 
contacts with large and small banks in all sections 
of the country. 


s6AT a time like today, when so many of the 
country’s banks, especially outside metro- 
politan areas, are showing profits, if any, in- 
ferior to those paid by high-grade securities, a 
book of this kind would seem to be particu- 
larly welcome.”—Commerce and Finance. 


“The author’s prestige and ability lend au- 
thority to his views, which embody the sound- 
est and most conservative ideas on true bank- 
ing practice.”—Savings Bank Journal. 


XAMINE this remarkable new book— 
either for yourself or for quantity use 
by your bank—without advance payment. 
For convenience, use the reply form below. 
aseees fill in. tear out, and mail =====8 


The Ronald Press Company 
Dept. M295, 15 East 26th Street, New York 


Send me postpaid Oraig B. Hazlewood’s new book, The 
Bank and Its Directors. Within five days after I receive 
it, 1 will send you the price, $3.50, or return the book. 


*Outside continental U. S. and Canada, eash plus 25¢. 


VII 
e 
| 
it 
d 
x 
e prin’ 
Title or 


AMERICAN BANKERS ASSOCIATION JOURNAL 


February, 1930 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS’ BRUSSELS LIVERPOOL 


HAVRE ANTWERP 


Condensed Statement, December 31, 1929 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and Due from Banks and Bankers 


U. S. Government Bonds and Certificates 


Public Securities 
Stock of the Federal Reserve Bank 
Other Securities 

Loans and Bills Purchased 


$ 430,004,522.35 
170,535,098.93 
32,134,571.76 
7,800,000.00 
49,231,298.14 
1,105,394,234.05 
971,139.99 


FIGURE that 

loomed large in 
the public mind in 
the days of the late 
bull market was the 
investment trust. 
Where did it fit in 
the picture? Leland 
Rex Robinson offers 
an explanation in 
“Investment Trusts 
in the Bull Market.” 
In a careful and an- 
alytical canvass of 
the entire situation he reaches the con- 
clusion that these newcomers to Amer- 
ican finance—the investment trusts— 
were the creatures rather than the cre- 
ators of the bull market. Mr. Robinson 
been called the father of the investment 
trust in America. He stands by his child. 


66 HENCE the Urge for Railroad 

Consolidation?” by Charles F. 
Speare, an author well known to readers 
of the JOURNAL, is a very timely inter- 
pretation of the most recent development 
in the field of transportation. Ever since 
the Interstate Commerce Commission 
submitted to Congress its tentative pro- 
gram for the consolidation of the rail 
carriers into a number of great systems 
there has been a noticeable confusion as 
to what it is all about except in what 
might be broadly called railroad circles. 
This article makes one point which should 
aid in clearing up some of this confu- 


Real Estate Bonds and Mortgages 


sion, as it asserts, on the basis of the 
facts, that the urge for consolidations 
does not come from the banks, as has 
been at times suggested. 


Items in Transit with Foreign Branches 7,504,444.90 


Credits Granted on Acceptances 192,624,587.30 


Real Estate 


13,537,529.75 66 LANK Attacks 
in Foreign 


7,381,904.44 Trade,” by James La 


Salle Brown, chief 
$2,017,119,331.61 of the patent and 


trademark section of 


LIABILITIES the Department of 


Commerce, is seem- 
170,000,000.00 ent question of the 
32,636,023.50 
$ 292,636,023.50 


Accrued Interest and Accounts Receivable 


Surplus Fund . ; 
future of banking. 
Undivided Profits Nevertheless, it 
brings out some un- 
expected stumbling blocks to the expan- 
sion of American foreign commerce that 
sometimes may be overlooked by those 
who provide the funds which send the 
cargoes down to the sea in ships. Not 
for years has the relationship between 
foreign trade and domestic prosperity 
53,709,635.61 been so closely interlinked as it is at 
192,624,587.30 present. Any obstacle to the further- 
ance of this relationship is a banking 
concern of broad application. 


Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for Taxes, etc. 13,310,986.57 

Agreements to Repurchase United States 
Securities Sold 

Acceptances 

Liability as Endorser on Acceptances 
and Foreign Bills 155,548,545.34 

Deposits $1,224,551,049.63 


Outstanding Checks 84,738,503.66 1,309,289,553.29 


Wat does the smaller country bank 
think of all this hubbub change, ac- 
tual and proposed, in the field of Amer- 
ican banking? M. Plin Beebe, Vice-Presi- 
dent of the State Bank Division of the 
American Bankers Association and presi- 
dent of the Bank of Ipswich, South 
Dakota, gives a trustworthy answer in 
“The Future of the Independent Country 


$2,017,119,331.61 
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Bank.” His reactions may come as a 
surprise to many of those who have seen 
the independent country bank of tomor- 
row enshrouded in a pall of gloom. First- 
hand knowledge enables Mr. Beebe to 
point out some almost startling examples 
of what can be produced in the way of 
profits out of banks which, from the 
standpoint of capitalization, are mere 
pygmies beside some of the financial 
giants of the metropolitan centers. 


A= section of country banker 
opinion reveals a most reassuring 
confidence of those who do business out 
where fences take the place of walls. 
There are three articles in this month’s 
JOURNAL in addition to Mr. Beebe’s in 
which it can fairly be said the small 
country banker speaks. They are: “The 
Biggest Leak Was Plugged,” by K. A. 
Morgan; “More Dollars for Country 
Banks,” by C. B. Zinser; and “Consoli- 
date and Survive,” by C. W. Tedrow. 
All of them offer practical hints for the 
successful operation of a small institu- 
tion. All of them indicate the readiness 
of the country banker to take things as 
they come and to do a banking business, 
come what may. 


OME of the dust and debris thrown 
up by the clattering collapse of the 
stock market last fall is beginning to 
clear away. Definite conditions are 
emerging into view. Joseph Stagg Law- 
rence describes in “The Future of the 
Bond Portfolio” the factors which are 
at work in one part of the aftermath of 
the collapse in security prices which is 
of intimate concern to every bank in the 
country. For weeks there has been an 
avalanche of forecast and prediction as 
to what was to become of bonds in the 
light of the new situation in the stock 
market and new levels of money rates. 
Here is a calm critique of bonds in the 
long view as the banker must look at 
them. 


ABIT, if nothing else, keeps the ears 
of the financial districts attuned to 
the vibrations within the Federal Re- 
serve System. There is a quite pardon- 
able desire to know what the system 
would do should activities in the security 
markets show any signs of returning to 
the proportions of the not so long ago. 
For those who share this interest there 
is food for deep thought in “The Power 
of Permissive Rediscounting,” by W. M. 
Kiplinger. 


“ AIDERS of the Bank Account” by 

W. R. Morehouse, vice-president 
of the Security First National Bank of 
Los Angeles, puts a proposition squarely 
up to the bankers of the country. Growth 
in the total of savings deposits in the 
United States has developed a magnet for 
all sorts of soft spoken, profits promising 
gentry who are making steady and start- 
ling inroads upon these funds. Mr. 
Morehouse calls on the bankers of the 
country to mobilize to protect their de- 
positors from the high pressure sales- 
men whose stock in trade consists of 
“cats and dogs.” 


HAVE YOU CUSTOMERS 
CALIFORNIA BOUND? 


Whether they are coming as permanent 
residents, or for a short stay, you will 
render them a genuine service by giving 


Cali exte 


Obispo 


J. F. SARTORI HENRY M. ROBINSON 
President and Chairman Chairman of the 
of the Executive Committee Board 


We have arrangements for giving in- 
formation, maps, etc., to new arrivals in 
California which materially aid their 
comfort and pleasure while in the State. 


) Ix 
| ATIONAL 
BANK OF Los ANGELES 1 
(his Bank has Branches, which are com- 
plete Banks, in all parts of the Los 
ad in 61 communities in | 
nding from Fresno and 
San Luis: »:the Imperial Valley. 1 
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The Equitable Trust Company 


OF NEW YORK 


ANNOUNCES 


THE EQUITABLE CORPORATION 
OF NEW YORK 


Capital $25,000,000 


The Equitable Corporation of New York will conduct a 


general securities business. 


The business heretofore carried on by the bond depart- 
ment of The Equitable Trust Company of New York 
will become a part of The Equitable Corporation of New 
York and will be developed and extended in accordance 


with the policies of that Corporation. 


The Equitable Corporation of New York is owned by the 
shareholders of The Equitable Trust Company of New 
York. Its directors and officers are all identified with the 
latter company, assuring experienced and _ progressive 


management. 


DIRECTORS 


WintHrRop W. ALDRICH BERTRAM CUTLER ArTHUR W. LoasBy 
AVERETT CuarLes HaypDEN ALBERT G. MILBANK 
Howarp BayNE Orro H. Kaun Joun C. TRAPHAGEN 


Main Office—11 Broad Street, New York 


BOSTON PHILADELPHIA BALTIMORE WASHINGTON 
PITTSBURGH ATLANTA DALLAS CHICAGO SAN FRANCISCO 
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Suggested Changes in the Federal 


Reserve Act 


By W. P. G. HARDING 


Governor, The Federal Reserve Bank of Boston 


More Equitable Distribution of Reserve Bank Dividends Held 
Essential to Insure Interest and Cooperation of Great Body 
of Small and Medium Sized Banks Which Are Necessary to the 


Continued Successful Operation of a Federal Reserve System. 


Under its provisions, a national 
bank 
charter was compelled to become a mem- 
ber of the Federal Reserve System 
within twelve months, while membership 
on the part of state banks and trust 


HE Federal Reserve Act became 
a law on December 23, 1913 


in order to retain its 


companies was optional with them. 
But once having become members, state 
banks and trust companies could not 
withdraw voluntarily although they 
would forfeit membership by violation 
of the law. 

In other-words, while they could not 
leave by way of the front door, they 
might be thrown out of the window. 
This was by no means satisfactory to 
the institutions operating under state 
charters and until the law was amended 
in June, 1917, so as to deprive the Comp- 
troller of the Currency of any jurisdic- 
tion over them and to provide for volun- 
tary withdrawals after six months’ 
written notice, only about sixty-five 
state institutions had become members. 


Marked Changes 


VEN after the amendment to the 
law, state banks showed no general 
inclination to apply for membership in 
the system until an appeal to their 
patriotic impulses was made by Presi- 


The Time Has 
Come 


HE Governor of the 

Boston Federal Reserve 
Bank, who is a former Gov- 
ernor of the Federal Re- 
serve Board, feels that the 
time has come when the 
readjustments which have 
taken place in banking 
should have some reflection 
in the statutes controlling 
the reserve system. He 
makes a number of sugges- 
tions, all of which are the 
more impressive because of 
the author’s wealth of ex- 
perience as a Federal re- 
serve banker. 


dent Wilson on October 18, 1917. Fol- 
lowing the armistice, there were several 
withdrawals and at the present time, 
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while most of the larger state banks and 
trust companies are members, the great 
majority of all state institutions eligible 
for membership still remains outside. 
Meanwhile, marked changes have 
taken place in banking conditions. 
There has been a decided trend toward 
the establishment of branches in those 
states where they are permitted, and 
more recently toward the acquisition of 
a controlling interest in banks by hold- 
ing companies. The McFadden Act, 
which was designed to put national 
banks on a more favorable basis in com- 
peting with state institutions, has not 
been effective, for since its passage, 
nearly every merger which has taken 
place in New York, Chicago and other 
large cities, has resulted in the sur- 
render of national bank charters by the 
national banks involved in the mergers. 
Large corporations in the country no 
longer finance themselves through loans 
to the extent that they formerly did, 
but are showing a tendency more and 
more to finance themselves by issuing 
securities—bonds, debentures, preferred 
and common stocks. This has resulted 
in a marked decline in the percentage 
of eligible paper held by member banks, 
and nearly every important bank in the 
larger cities has now a_ subsidiary 
security company which makes a busi- 
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South Entrance of the Treasury Building, Washington; home of the Federal Reserve Board 


ness of distributing securities to the 
public. But for the fact that most of 
the member banks are holders of United 
States Government bonds and Treasury 
notes and certificates upon which they 
can secure advances from Federal re- 
serve banks, it would be impossible for 
the Federal Reserve System in times 
of stress to give many of them needed 
accommodation. 


Banks Have Been Figuring 


HE high money rates which pre- 
vailed until a short time ago, to- 
gether with the limitation upon branches 
contained in the McFadden Act, have 
caused many member banks, both state 
and national, to become dissatisfied with 
their membership. As the Federal re- 
serve banks pay no interest on the re- 
serve deposits of member banks, many 
of the medium sized and smaller banks 
in the reserve system have been figuring 
on the interest they would receive were 
these balances held by some _ corre- 
spondent bank or banks, and have been 
charging this loss of interest as an ex- 
pense of membership in the Federal 
Reserve System. 
The mergers which have taken place 


have resulted in banking institutions far 
larger and stronger than any which 
existed at the time of the passage of 
the Federal Reserve Act, and it seems, 
in order to assure the perpetuation of 
the Federal Reserve System as well as 
of our traditional system of independent 
banking, that some amendments to the 
existing law are necessary. 

The Federal Reserve Act in its origi- 
nal form did not permit Federal reserve 
banks to make advances to member 
banks on their notes secured by Gov- 
ernment obligations. This authority was 
given in the act of June 21, 1917. This 
amendment, it is true, was a war meas- 
ure, but it is none the less probable that 
should it be repealed a number of large 
banks would withdraw from the system 
for the reason that their holdings of 
commercial paper would not be sufficient- 
ly large to enable them to get needed 
accommodation from the Federal reserve 
bank in times of stress. 


Lombard Loans 


N view of the constant and substantial 
reduction of the national debt, it 
appears that consideration should be 
given in the not very distant future to 
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a further amendment which would en- 
able Federal reserve banks to make what 
are known in England as_ Lombard 
loans; that is, to permit Federal reserve 
banks to make advances to member banks 
on the security of high grade municipal 
and railroad bonds. 

Such authority, however, should be 
carefully safeguarded by a_ provision 
that it might be exercised only with 
the consent of the Federal Reserve Board 
and under regulations to be issued by 
the board, that the rate of interest 
should be somewhat higher than the 
official rediscount rate for commercial 
paper, and that. such udvances should 
not be used as security for Federal re- 
serve notes. The need for such an 
amendment will become more and more 
apparent as the Government debt is re- 
duced. 

Furthermore, it seems that some steps 
should be taken to make the great body 
of member banks better satisfied with 
their membership. It is true that na- 
tional banks must be members, but it is 
also true, as has been clearly demon- 
strated in recent years, that national 
charters are not valued as highly as 

(Continued on page 808) 
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A Hunt for Missing Millions 


By OLIVER WESSON 


Slowing Down of Redemption of Old Paper Currency Indicates 
That the Introduction of New Small-Sized Notes by Exchange 
May Eventually Enable the Treasury to Write Off as Lost or 
Destroyed Millions of Dollars Now Believed in Circulation. 


HE United States Treasury 

after years of preparation and 

with the cooperation of the coun- 

try’s banks began last July the 
process of replacing the entire outstand- 
ing national stock of paper money with 
bills of new design and a smaller size. 
As January and the new year rolled 
around, the work was about 60 per cent 
completed, the exchange activity was 
notably slowing down, and officials who 
have conducted it began to get interested 
in an unanticipated accessory result the 
Government is likely to realize from the 
new money installation. 

It now seems possible—indeed, almost 
probable—that some very large propor- 
tion of the old issue of currency, perhaps 
amounting to scores of millions of 
dollars, is not going to come back for 
redemption or exchange, and may even- 
tually prove to have been lost or de- 
stroyed in service. 


Ebbed Toward Zero 


INCE Civil War days and until the 
S replacement of the currency now in 
progress the United States has never 
been in a position to estimate even 
roughly the amount of its outstanding 
currency that was actually in existence. 
There are of course very accurate and 
precise records as to the total of paper 
money put into circulation. At the end 
of 1929 the official summary of circula- 
tion shows the Treasury as debiting it- 
self with a total of $4,023,805,402 in 
paper money of all forms legally deemed 
to be outstanding. 

But some of this paper, out over a 
half century as various issues have 
been, unquestionably has met destruc- 
tion in use. Much of it may have done 
so. Until the plan was put into effect 
for calling in all of it, the trouble has 
been that there was no feasible method 
of demonstrating the fact. The normal 
fiscal policy has been to regard every 
piece of money engraved and issued as 
outstanding and in service no matter 
what lapse of years there may have been 
since it left Government vaults. Indeed, 
whatever the eventual findings may be, 
that is likely to continue to be the 
policy. 


In the last twelve years, American 


Dollar Exploring 


XPLORING an_ un- 

known area, the Gov- 
ernment is preparing to in- 
quire into the amount of its 
currency that is actually 
outstanding, when due al- 
lowance has been made for 
notes which have been de- 
stroyed, lost or interred 
among the keepsakes of 
curio collectors. The 
change in the size of the 
currency has provided the 
first opportunity to obtain 
reliable figures on the ques- 
tion which is an important 
one from the standpoint of 
the national indebtedness. 


paper money has been traveling over a 
notably widened area. Beginning in 
1918 and 1919, when the war-depreciated 
currencies of Europe ebbed toward zero 
in valuation, the demand for paper 
dollars began rising to unexampled 
heights. Many millions of American 
currency were expatriated. Most of this 
currency has come back in the years of 
post-war economic recovery abroad, but 
there also has to be considered the fact 
that American currency has held an 
extended circulation area ever since, 
along with its semi-customary usage in 
Canada, Cuba, Central, and South 
America. It is a fair conclusion that 
some substantial portion of American 
currency as originally put out has been 
destroyed in the domestic and foreigy 
vicissitudes of its service. 


Redemption Is Slow 


OW the Government proposes to 
obtain estimates of this suspected 
total destruction of paper money pre- 
sents the engaging point of the subject. 


735 


It can only be done slowly. Unques- 
tionably it will be years before the find- 
ings of first calculations on the subject 
can be made the basis of any action re- 
sembling the writing off of Government 
liability. 

First, there will be instituted actuarial 
estimates as to the comparative rates 
at which the exchange is approaching 
completion among the different types of 
paper money now being issued. That 
will give the first rough basis for further 
procedure. 

Thus, if it is found at the outset 
that 85 or 90 per cent of the outstand- 
ing total of Federal reserve notes, the 
most modern type of American cur- 
rency, has put in appearance for re- 
placement, there will be a basis upon 
which estimates can be made. Then, if 
it appears that but 75 per cent of the 
theoretically outstanding total of an old 
issue like the greenbacks—United States 
notes—have appeared in the same time, 
there will be some ground for concluding 
that 10 or 15 per cent of the greenbacks 
issued may be subject to classification 
as but doubtfully in existence. That is 
the outline of the principle so far sug- 
gested to be followed at the tnception of 
inquiry. 

However, it must be remembered that 
paper money may and does turn up for 
redemption scores of years after its gen- 
eral use has been abandoned. It is 
quite certain that the Government would 
never consider taking any premature 
steps toward cancelling its obligation as 
to any piece of money, in view of the 
experience with the survival of paper 
bills. For illustration, there have been 
no national bank notes issued in $1 or 
$2 denomination since before 1890, yet 
the circulation records show more than 
$500,000 of such bills still outstanding. 
Further, every month a few dollars out 
of that number come in to the money 
changing offices of the reserve banks or 
Treasury, and are promptly taken out 
of circulation. 


Fractional Currency 


SSUES of Treasury notes of 1890 as 
circulating medium ceased in 1900, 
and the bills of that type were with- 
drawn as soon as presented. As late as 
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December, 1919, there were $1,709,000 
of these notes still in circulation, or lost. 
The Treasury statement, for December, 
1929, shows the outstanding total to have 
been reduced to $1,274,850. Nearly a 
half million in these bills is thus shown 
to have come to light in the last ten 
years. 

The experience is about the same with 
more modern currency types. Federal 
reserve bank notes, as distinct from the 
general reserve notes, were in circula- 
tion in December, 1920, to a total of 
$235,000,000, when the process of their 
withdrawal began. Yet the last circula- 
tion statement shows that $3,431,784 of 
their original total is still outstanding. 

It is always the last small proportion 
of any withdrawn circulating currency 
issue that takes the most time to put in 
its appearance. The mere fact that it 
has not been presented for redemption 
can never be considered as proof of 
destruction of any part of it. The frac- 
tional paper currency of Civil War days 
was in the form of national bank notes. 
Circulation figures still allow for $61,- 
556 of this fractional currency as out- 
standing, though in recent years no 
pieces have been brought in. Curio 
collectors probably hold most of those 
twenty-five and fifty cent bills as are still 
extant. It is likely that collectors will 
inter large portions of the older types 
of money the Government is now en- 
deavoring to replace. . 


A Rough Estimate 


EVERTHELESS, the Government 

will begin making estimates with- 
in the next few months as to what is 
the status of the currency. Probably 
all that will be arrived at in the next 
few years is a rough estimate of what 
portion of the total paper money issue 
of the United States has been destroyed 
in service, and that nothing can be done 
to write off the Government’s liability 
for the estimated sum within any de- 
finite period that can be stated. 

So far as the records disclose, the 
likelihood that any quantity of American 
paper money has been lost or destroyed 
beyond. redemption has only been recog- 
nized officially in one instance. That 
relates to the greenback issue, the United 


States notes which originated in Civil 
War days, and are now outstanding to 
a total of $266,504,063, backed by a 
$150,000,000 gold reserve carried in the 
Treasury. Many years back, it was 
concluded that at least $1,000,000 of 
their total was lost or destroyed, and 
the item was entered upon Treasury 


figures, reducing the amount deemed 
outstanding accordingly. If that pre- 
cedent is followed as the calculations on 
the replacement are made, the missing 
money estimates will at least enter into 
all the future statistics as to reserve 
notes, gold and silver certificates, and 
national bank notes. 


The Cost of a Dollar Biil 


T costs the Government about $0.00697 

to produce one of the new small- 
sized $1 bills. About 144 of the new $1 
bills can be produced at a cost of $1. 
The cost of printing the old note was 
$0.00906 a bill, or about 110 for $1. 

These are the latest figures of the 
United States Bureau of Engraving and 
Printing as submitted to Congress. The 
change in the size of American paper 


currency has now reached the point 
where actual savings to the Government 
are evident. 

The reduction from 1928 costs in 
printing and producing paper on all 
classes of currency is $2,226,207. This 
figure represents a total annual saving 
on United States and national bank cur- 
rency based on 1931 requirements of 
$1,765,217 and savings to the Federal 


Reserve Board on Federal reserve notes 
based on 1929 deliveries of $460,990. 

The total paper saving resulting from 
the change is about $500,000 a year. 
The paper saving to the United States 
is about $400,000 and to the Federal Re- 
serve Banks about $100,000. 

From $600,000,000 to $700,000,000 of 
the new $1 bills are now being printed 
yearly. 
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Whence the Urge for Railroad 


Consolidation ? 


By CHARLES F. SPEARE 


Not from the Public and Contrary to Opinion of a Few, Not 


from Banks. 


A Marvellous Record of Efficiency Has Been Es- 


tablished by the Common Carriers Since the Ripley Report of 
1924. Proposed New Systems Attuned to Recent Traffic Trends. 


T will be worth while for the stu- 

dent of railroad transportation, 

after he has read and digested the 

recent recommendations of the In- 
terstate Commerce Commission in the 
matter of consolidating the railroad 
properties of the United States, to get 
from his files the tentative report of the 
Commission prepared and presented in 
August, 1921, under the direction of 
Professor William Z. Ripley, of Harvard 
University, and study it. 

In the interval of eight and one-half 
years between the two reports the trans- 
portation situation in this country has 
gone through a revolution, both politi- 
cally and economically. Under the 
T r a nsportation 
Act passed by 
Congress in 1920 
the Interstate 
Commerce Com- 
mission was re- 
quested to, as 
soon as practica- 
ble, “prepare and 
adopt a plan for 
the consolidation 
of the railroad 
properties of the 
continental 
United States 
into a_ limited 
number of  sys- 
tems.” It was 
further recom- 
mended that in 
the division of 
the carriers into 
prescribed groups “competition shall be 
preserved as fully as possible and 
wherever practicable the existing routes 
and channels of trade and commerce 
shall be maintained”; also that these 
systems were to employ “uniform rates 
in the movement of competitive traffic 
and under efficient management earn 
substantially the same rate of return 
upon the value of their respective rail- 
way properties.” 

The Ripley plan followed closely upon 
the turning back of the railroads to their 
owners after the disastrous era of Fed- 
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eral control. Trunk lines that had been 
strong in credit and in physical character 
before the war had become weak in the 
sacrifice of some of their best paying 
traffic to roads that could move it more 
expeditiously in the national emergency, 
and from the higher 

costs of operation that 

had been forced on them 

by inflation in wages and 

in commodities. Service 

was demoralized. Many 

excellent operating 


men, seeing no future for carriers, left 
them to go into other professions. This 
disorganized the personnel of the roads. 
There were threats of Government own- 
ership. How serious these were is indi- 
cated by Professor Ripley in his sum- 
ming up of his tentative plan for con- 
solidation and that we may not forget 
this anxious period in American railroad- 
ing of less than a decade ago the words 
of this expert are here reprinted. They 
are as follows: 


“Should the policy of voluntary consolida- 
tion not prevail, after due encouragement by 
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governmental authority, it seems clear that 
an added incentive to government ownership 
will be afforded. In other words, a failure 
to seek earnestly the economies of large 
scale and systematic operation must neces- 
sarily strengthen the arms of those who are 
contending for the entire supersession of pri- 
vate ownership through a government taking. 
This phase of the matter cannot be over- 
emphasized, in no sense because of antag- 
onism to government owner- 

ship, as such, but merely 

that in the final event a 

wise adaptation of means 

to the desired end of the 

best possible service at rea- 

sonable cost to the people 

may result. The 

issue of govern- 

mental versus pri- 

vate ownership and 

operation of rail- 

roads is constantly 

pressing itself upon 

the attention of the 

congress and _ the 

people. The princi- 

pal argument in its 

favor is that it con- 

duces to economy 

and efficiency be- 

cause of unified 

operation. All the 

wastes of competi- 

tive management, 

it is alleged, may 

best be avoided.” 


This represents 
the political side 
of the railroad 
consolidation mo- 
tive in 1921. For- 
tunately, railroad 
managers recog- 
nized the danger 
that faced them, 
and looking it 
frankly in the 
face, set out to 
overcome it. They 
did this by im- 

proving their service individually and 
without consolidation, but through a 
degree of cooperation with one another 
which had not hitherto obtained. This 
took many forms. The one that had the 
quickest effect in changing public senti- 
ment toward the carriers was that of 
expediting traffic. In 1921 the average 
daily movement of an American freight 
car was 22.4 miles. In 1929 it was 36.3 
miles. In the year of the Ripley report 
the average speed of freight trains was 
11.5 miles per hour and 12.9 miles per 
hour in 1928. During the period of 
Federal control there was an average 
daily freight car shortage throughout 
the United States of 81,592 cars which 
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was still about 48,000 cars in 1922 after 
the recovery in business from the pre- 
ceding years of deflation. This meant 
that shippers could not get accommoda- 
tions when they most needed them. They 
lost money in the delays that followed 
and so talked with vehemence of a rail- 
road system that would be responsive 
to orders from Washington and not 
from New York or Chicago. By 1924 
the average daily shortage was down to 
1047 cars, and in the past five years, 
with short and seasonal exceptions in 
the grain growing states, it has been 
unknown. Other phases of railroad 
efficiency are those of the great reduc- 
tion in claims for loss and damage by 
shippers which are due to a swifter and 
a safer service, the higher type of 
equipment operated on all lines and also 
a great improvement in road beds, sta- 
tions, and in terminal facilities. 


No Car Shortage in Five Years 


O we come to December, 1929, with 
S the American railroads having 
passed through a political revolution 
without harm and establishing a physi- 
cal reconstruction so marked that it 
prompted one of the Interstate Com- 
merce Commissioners (McManamy) to 
say, in concurring with a majority in 
the consolidation opinion: 


“The railroads came through the readjust- 
ment period following the war in better shape 
than any other major industry and _ today 
they are in far better shape financially and 
physically than at any period in their his- 
tory. * * * The weak lines, that is, those 
which actually need help, can be counted on 
the fingers of one hand. Equipment is ample 
and our inspections show it to be in better 
condition than ever before and improvements 
are going steadily forward * * * there has 
been no car shortage for more than five 
years. The grain crop, large as it is, moved 
in one month less time than last. Net ton- 
miles per mile of road per day, gross and 
net train loads, gross ton miles per train 
hour, net ton miles per car day, cars per 
train and other operating records by which 
efficiency is measured, are all better than 
ever before recorded.” 


Admittedly, then, railroad consolida- 
tion has not been necessary since 1921 
in order to effect the highest degree of 
perfection in operations ever attained 


by the American carriers. Moreover, 
the earlier demand for it on the score 
of protecting weak and independent 
lines has been reduced by the improve- 
ment in the credit condition of such sys- 
tems and voluntary mergers’ with 
stronger groups. In the last ten years 
a score of small independent roads have 
been embodied in larger roads. In 1920 
there were 16,290 miles in receivership. 
By 1925 this had been reduced to 8,105 
miles and then was increased to 18,686 
miles by the inclusion of the Chicago, 
Milwaukee & St. Paul. The latest fig- 
ure available is that of December 31, 
1928, which shows 5,255 miles in re- 
ceivership, or the smallest since 1910. 
Much of this is represented by two 
roads, the Chicago & Alton and the 
Minneapolis & St. Louis, which are the 


only remaining railroad properties in 
the United States of any importance 
whose securities are in default. 


Whence the Urge 


ROM whence, therefore, comes the 

urge for railroad consolidation? As- 
suredly it is not from the public which 
shows less interest in the subject today 
than ever before. It is satisfied with 
the service being rendered it by the car- 
riers and is willing to let conditions re- 
main as at present. Except for the 
application by the Great Northern and 
Northern Pacific lines in the Northwest 
and that of the Missouri Pacific in the 
Southwest there have been no logical 
proposals for mergers west of the Mis- 
sissippi River. The former plan is sub- 
mitted as practicable in the Interstate 
Commerce Commission’s recent plan and 
permitted if these roads divorce them- 
selves from the Chicago, Burlington & 
Quincy. The latter has already had 
acquiescence from the Commission. Both 
showed reasonable justification on the 
score of operating economies through 
unification. The objection of the Com- 
mission to each proposal for a second 
merger in the Southwest involving the 
Kansas City-Southern, Missouri-Kansas- 
Texas and the St. Louis Southwestern 
was predicated chiefly on what seemed 
to be unfair distribution of the equities 
of the three properties and the location 
of a balance of power in hands as much 
concerned with the financing of the proj- 
ect as with rendering a better public ser- 
vice by means of it. 

One of the Interstate Commerce 
Commissioners frankly states that he 
believes the demand for consolidations 
“emanates from financial circles which 
are likely to reap large profits from the 
mere process of putting the roads to- 
gether.” There might be just occasion 
for this attitude if there were more than 
two or three instances in the entire 
record of railroad consolidations in the 
past decade to support the claim that 
groups of railroad operators and their 
bankers have made a “killing” from buy- 
ing the stock of one road and tying this 
road up with others in their chains. 
But there is no such evidence. As a 
matter of fact, considering the total 
capital of the roads that might be will- 
ing to follow the directions of the Inter- 
state Commerce Commission’s plan there 
is a significantly small amount of financ- 
ing involved that would produce bank- 
ers’ commissions. I have yet to find any 
important banker who showed a keen 
interest in the general railroad consoli- 
dation proposals. They all realize what 
experience has shown, that the econo- 
mies of unification are moderate and 
have been exaggerated by those press- 
ing for consolidation; also that the 
larger a railroad system becomes the 


more difficult and expensive is it to 
operate and to continue the efficiency 
now so marked. 

In 1925 the English railroads effected 
consolidation. among themselves and ex- 
pected to save $125,000,000 a year from 
it. Recent studies of the actual results 
of this carefully worked out plan of uni- 
fication indicates that they have actually 
reduced their expenses about one-tenth 
of the anticipated annual amount. 

Coming into the East we find that rail- 
road consolidation has its strong advo- 
cates, particularly among the roads in 
the trunk-line territory. It is not too 
much to say that the pressure on the 
Interstate Commerce Commission for a 
plan originated with eastern railroad 
men who have not been able to come to 
an agreement with each other in estab- 
lishing a “community of interest” of 
the kind that nearly reached a success- 
ful conclusion three years ago in the 
negotiations between the Pennsylvania, 
New York Central, Baltimore & Ohio 
and Nickel Plate interests. The subse- 
quent formation of the Alleghany Cor- 
poration, by the Van Sweringens of 
Cleveland, and later of the Pennroad 
Corporation by Pennsylvania Railroad 
interests, expressed a determination in 
both camps to acquire railroad proper- 
ties that would either round out what 
these groups already held or place them 
in a strategic position to trade with 
their competitors. The fact that, in the 
grouping of the eastern systems, the 
Interstate Commerce Commission made 
fewer and less radical additions to and 
subtractions from, the four major sys- 
tems, indicates their general approval 
of what these lines had already accom- 
plished through individual strategy. 


The Proposed Systems 


HE Ripley plan in 1921 provided 

for eighteen systems. The recent 
proposal of the Interstate Commerce 
Commission is for nineteen systems in 
the United States and an additional two 
systems covering Canadian roads whose 
lines cross the border. The conception 
of what constituted a well balanced rail- 
road group in 1921 and one in which its 
members would harmonize with those of 
other groups has little approval in the 
arrangement made by Commissioner 
Porter and his associates in their latest 
realignment of the carriers. To some 
extent they have been compelled to deal 
with conditions created by mergers made 
since 1921, notably in the case of the 
Nickel Plate, and with the demand more 
political than economic for five instead 
of four strong systems in the east; also 
with the new trend of traffic that has 
developed in the last decade in compe- 
tition between western railroads and the 
Panama canal and from the shifting in- 
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The Biggest Leak Was Plugged 


By K. A. MORGAN 
Cashier, The Bank of Oakfield, Wisconsin 


An Actual Record of What Was Accomplished Over a Period of 
Three Years In a Small Country Bank by the Installation of 


a Service Charge on Checking Accounts. 


Savings Effected in 


That Direction Indicated Other Steps Toward Bigger Returns. 


REPRESENT a small bank with 
capital of $50,000 and surplus of 
$10,000. My viewpoint is therefore 
that of the small country banker in 
a town of 600 people and no attorney. 

To my mind the biggest leak in bank 
earnings is in the checking account. 
Through the influence of the Federal 
Reserve System and other causes checks 
have come to circulate at par. The small 
depositor issues many more 
checks than he did ten 
years ago. He also makes 
more deposits and 
these deposits con- 
tain more checks 
to clear. We for- 
merly got ex- 
change for drafts. 

Now we_ handle 
many checks at 
less than cost. 

In order to show 
where some of the 
loss occurs in the 
checking accounts 
and what may be 
accomplished by a 
service charge, I 
have made several 
comparisons from 
actual operations. 

Our checking accounts on May 4, 1926, 
before we had instituted a_ service 
charge and before we had started our 
advertising campaign showed 466 ac- 
counts with a total of $89,934.75 in de- 
posits. The accounts under $100 amount 
to 62 per cent of the total and represent 
less than 10 per cent of the deposits. 
With only a few exceptions, these are 
unprofitable. 

We started our advertising campaign 
about Dec. 1, 1926, and instituted our 
first service charge of fifty cents on 
all accounts showing an average balance 
of less than $50, at the close of business 
Jan. 31, 1927. 

On May 4, 1927, after we had made 
four service charges, there were 364 ac- 
counts and total deposits of $89,158.86; 
47 per cent of the accounts being under 
$100 and representing less than 10 per 
cent of the total deposits. We had lost 
102 accounts during the previous twelve 


months and only $775.89 in deposits. At 
this time our service charge amounted 
to $32 per month. 

The situation as shown by figures of 
May 4, 1928, was not materially different 
except that there was a further loss 
in accounts under $100 of eighteen 
a gain in deposits of 15 per cent. The 


“How can anyone 

make out income tax 

reports without los- 
ing money?” 


accounts under $100 amounted to 45 per 
cent of the total and represented less 
than 6.2 per cent of the total deposits. 
The average balance in the accounts 
over $100 had increased from $434.90 to 
$504.26. 


At Random 


HE figures of May 4, 1929, show 342 

accounts and deposits $99,601.17 of 
which 46 per cent of the accounts are 
under $100 and represent less than 5.7 
per cent of the total deposits. This is 
almost the same as the year before and 
we may assume that so far as the effect 
of the service charge is concerned, the 
accounts have become stabilized. 

Instead of 288 accounts with balances 
under $100 in 1926 we had only 157 such 
accounts in 1929, a reduction of 133. In 
order to determine the amount actually 
saved by losing an account, I selected at 
random five accounts that withdrew on 
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account of the service charge. I counted 
the number of checks issued and deposits 
made by these five accounts in the month 
of May, 1927. These accounts issued 
an average of 19.8 checks during the 
month and made an average of 4.2 de- 
posits. In computing the cost of handling 
checks and deposits I have taken average 
figures and have assumed that all 
items in the deposits are drawn 
on us. 

We find the following 
results: It has cost us 
72.9 cents each month to 
handle one account 
or $8.748 for one 
year. It would 
have cost us 133 
times $8.748 or 
$1,163.48 each year 
if we had con- 
tinued with these 
accounts. There 
been practi- 
eally no drop in 
deposits so no 
credit be 
given for deposits 
we might have had 
if we had _ con- 
tinued these 133 
accounts. Now add 
to this the average service charge of 
$241.25 and we have a total saving to the 
bank of $1,404.73 for one year. This will 
pay a dividend of almost 3 per cent on 
our capital stock or about 2% per cent 
on our invested capital. In view of the 
fact that small banks are experiencing 
difficulty in making 6 per cent on their 
capital, and further, that the cashiers of 
most of the small banks are under paid, 

is this not worth going after? 


The Remedy Is at Hand 


ANY banks are now making 
charges for services rendered by 
their employees and they average about 
as follows: 
For preparing income tax reports $1.00 
per hour, minimum fee 
For drawing chattel mortgages 
For drawing real estate mortgages.... 


For drawing deeds 
For drawing agreements to work land. 


(Continued on page 799) 
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How Shall It Be Known What Is Piped 
or Harped? 


aa) OMEONE commenting on 

"4 the speeches.made by bank 

>) officials observed that one 

we officer always had a new 

whenever he appeared be- 
fore an audience. 

As a matter of fact we have never 
heard of a banker who habitually 
stuck to one speech, but perhaps what 
the commentator really meant was 
that too often one speech 
differed not enough from 
another. 

The officer making a 
speech is selling his 
bank, which is a vital, (AL » 
living organization; 
and in the daily grind (ig 
of the bank there is A” 
plenty of material out 
of which to fashion 
speeches that are not 
common but human; 
not platitudinous but 
dramatic. 

For the routine of 
the bank is a great 
drama that is played 
every day, with the 
roles and the cast ever 
changing — with for- 
tunes of individuals going 
up and down; with stories of 
pen-strokes in banks setting 
men and goods, cars and ~ 
ships and furnace fires into action. 

Even the newspaper man has no 
greater wealth of good material 
from which to draw than has the 
bank when it seeks publicity of any 
form. 

Banking matters are confidential. 
Its secrets are sacred and inviolate, 
of course, but notwithstanding all 
that, there is still such material avail- 
able today and all days as will, if 
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properly used, impress itself on him 

who listens, or reads! 
‘And even things without life giv- 
ing sounds,” says the Bible, “whether 
pipe or harp, except they give a dis- 
tinction in the sounds, how shall it 
be known what is piped or harped?” 
- Which ap- 
plied to banks, 
may be inter- 
preted to mean 
that in many commu- 
nities there are wide- 
open opportunities for 
banks to make their ap- 
peals to the public ina 
new and a better way! 
Use more of the every- 
day facts of banking, 
always remembering 
that the public rises 
4 with enthusiasm to the 
oe efforts of those who 
gr can entertain by dram- 
atizing common and famil- 

iar events! 

‘Consider, too, the bank 
failures of recent years, 
each with its terrifying 
story of destruction given to 
the four winds. 

Why not at least match 
these evil tidings of banks 
that failed (not when an 
examiner closed them but 

really failed on the day they were 
opened, for some banks never should 
have been chartered), why not coun- 
teract that evil with stories of con- 
structive work, helping, fair-dealing, 
upbuilding and the guidance that 
keeps millions of men and women in 
good employment? 
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to Restrain Both Forms. 
Proposed Amendment to 


Reserve Districts. 


NUMBER of bills have been in- 
troduced in the 71st Congress 
which have relation to banks in 
a variety of ways. Some of 
these bills, in the light of experience 
in previous Congresses, will never pro- 
gress beyond the introduction stage and 
will lie dormant in the committees to 
which they have been referred. A few 
measures having for their object de- 
sirable improvements in bank adminis- 
tration have already been favorably con- 
sidered and reported out of committee, 
and a number of other bills which have 
been referred to the Committees on 
Banking and Currency of Senate and 
House respectively are on the programs 
of such committees for consideration 
which may result in some action. 

It is the province of the Committee on 
Federal Legislation of the American 
Bankers Association to watch all bills 
introduced in Congress affecting banks 
and to take such action with respect to 
specific bills as may be necessary, under 
proper authorization of the Association. 
In view of many inquiries from members 
regarding specific bills and the general 
desire of the membership for informa- 
tion as to what legislation is being pro- 
posed in Washington, a brief review will 
be made of bills introduced and pending 
in the 71st Congress which affect the 
‘banking business. Space will not per- 
mit of a review of all such bills and this 
article must be limited to those deemed 
of most general interest. 


Chain and Group Banking 


NUMBER of bills have been intro- 

duced in the House having relation 
to this subject which have been referred 
to its Committee on Banking and Cur- 
rency. One of these bills introduced by 
the Chairman of the House Committee, 
Mr. McFadden (H.R.7966 Jan. 6, 1930), 
proposes regulation of all groups with 
which member banks in the Federal Re- 
serve System are affiliated by subjecting 
each bank in the group to examination 
‘and supervision by central authority in 
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Outstanding Features of the McFadden Bill for Supervision of 
Group and Chain Banking Reviewed. Two Measures Proposed 
National Bank Branches in Federal 
Section 5219. 


Washington which is to be the Comp- 
troller of the Currency; the bill also con- 
taining provisions which would concen- 
trate the functions of examination of 
Federal reserve and state member banks 
now exercised by the Federal Reserve 
Board in the office of the Comptroller. 
The main features of the bill may be 
thus summarized: 


1. Concentrates in the office of the Comp- 
troller of the Currency the function of ex- 
amination and of requiring reports with scope 
of examination and supervision extended to 
Federal reserve banks, member banks and 
affiliated corporations, removing such func- 
tion from the Federal Reserve Board and 
providing that the expense of examinations 
shall be borne by the Federal reserve bank 
in the district where made. 

2. Defines “affiliated corporation” as any 
corporation within an affiliated group of cor- 
porations of which at least one is a member 
bank and defines “affiliated group” as one 
or more chains of corporations connected 
through stock ownership with a parent cor- 
poration if (1) at least 25 per cent of the 
stock of each of the corporations (except the 
common parent corporation) is owned or 
controlled by one or more of the other cor- 
porations and (2) the common parent cor- 
poration owns or controls at least 25 per cent 
of the stock of at least one of the other cor- 
porations. The term “stock” not to include 
non-voting stock which is limited and pre- 
ferred as to dividends. 

3. Transfers to the Comptroller of the Cur- 
rency authority now conferred upon the Fed- 
eral Reserve Board relating to the grant of 
permits to national banks to act in a fidu- 
ciary capacity. 

4. Provides for a distribution of net earn- 
ings of Federal reserve banks as _ follows: 
(1) 6 per cent accumulated dividends on 
paid-in capital stock as at present (2) after 
dividend claims met, annual net earnings to 
be distributed pro rata by the Federal re- 
serve bank to each member bank whose re- 
quired reserve does not exceed $500,000 at 
any time during the year, apportioned to 
each such bank according to the maximum 
reserves required. Each such bank must pay 
the whole of such net earnings into a surplus 
fund until it equals 100 per cent of sub- 
scribed capital and thereafter 10 per cent of 
such net earnings must be paid into surplus 
fund; (3) should a Federal reserve bank 
dissolve or liquidate, any surplus remaining 
after payment of debts, dividend require- 
ments and par value of stock, goes to the 
United States as its property. 


Criticisms have already been heard 
with respect to such portions of this bill 
as would confer upon the Comptroller, 
supervisory power over State bank mem- 
bers. But after conversation with the 
author of the bill, the writer has derived 
the impression that it was not intended 
as anything more than a tentative draft 
to bring out discussion; that the purpose 
is to use the bill simply as a basis for 
conducting an investigation by the House 
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Committee of the entire banking system 
and only when all the facts and view- 
points are fully developed, will the com- 
mittee be in position to frame such legis- 
lation as the situation may require. The 
provisions of the bill authorizing Feder- 
al supervision of all groups with which 
a member bank is affiliated opens up a 
broad question involving the nature and 
extent of legislative regulation of group 
and chain banking systems. 


Prohibition of Chain and 
Group Banking 


HILE the McFadden bill suggests 
the control of group banking by 
supervision, two other bills recently in- 
troduced and now in the House Commit- 
tee on Banking and Currency are de- 
signed to restrain chain and group bank- 
ing. One introduced by Mr. Golds- 
borough (H. R. 8363 Jan. 2, 1930) would 
(1) take away the voting power from all 
shares of stock in a national bank owned 
by or held in trust or otherwise for the 
benefit of any corporation, making any 
attempt to vote such stock a misdemean- 
or (2) prohibit under penalty of mis- 
demeanor any state bank member of the 
Federal Reserve System which owns 
shares of stock in any other bank from 
voting or permitting the stock to be 
voted, with like prohibition and penalty 
upon any corporation which owns stock 
in a state bank member; also forfeiting 
membership of any State bank member 
where its stock owned by a corporation 
is voted (3) impose a stamp tax of two 
cents per $100 upon any bank check 
drawn upon any bank, banking associa- 
tion, trust company or savings bank (a) 
which hereafter establishes a branch or 
(b) more than 25 per cent of the stock 
of which is owned by any corporation; 
penalizing the drawer or payor who fails 
to affix the proper stamp with intent to 
evade the tax, by a fine equal to the face 
of the check in addition to other pen- 
alties. 
The other bill, introduced by Mr. 
Strong (H.R. 8367) Jan. 9, 1930,:is en- 
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titled “a bill to prohibit group or chain 
banking.” It defines “group of banks” as 
one or more chains connected through 
stock ownership with a common parent 
bank or corporation if (1) at least 25 
per cent of the stock of each of the 
banks (except the parent bank or corpo- 
ration) is owned directly by one or more 
of the other banks and (2) the common 
parent bank or corporation owns direct- 
ly at least 25 per cent of the stock of at 
least one of the other banks. The term 
“stock” does not include non-voting stock 
which is limited and preferred as to divi- 
dends. It provides (a) forfeiture at suit 
of the Comptroller, of the charter of any 
national bank which is one of a group of 
banks (b) surrender by a state member 
of its stock in the Federal reserve bank 
whenever the Federal Reserve Board 
finds after hearing it is one of a group 
and (c) denial of all rights and privi- 
leges under the Federal Reserve Act to 
a state bank or trust company, non-mem- 
ber of the Federal Reserve System, if the 
Federal Reserve Board finds after hear- 
ing it is one of a group of banks. The 
bill further prohibits under penalty of 
fine any bank or trust company whether 
or not a member of the Federal Reserve 
System which is one of a group of banks 
from (1) using the mails (2) shipping 
or delivering any article or commodity 
in interstate or foreign commerce (3) 
transmitting any wire or wireless in in- 
terstate or foreign commerce. 


National Bank Branches in 
Federal Reserve Districts 


HERE is also pending before the 

House Committee on Banking and 
Currency, a bill introduced by Mr. Beedy 
(H.R. 8005, Jan. 6, 1930) to authorize 
national banks to establish or acquire 
branches within the limits of the re- 
spective Federal Reserve Districts in 
which such bank may be situated, sub- 
ject to general regulations of the Comp- 
troller with respect to capital and sur- 
plus. The bill further provides that 
state banks may be members of the Fed- 
eral Reserve System without reference 
to the geographical area in which they 
may establish branches; further that 
every corporation which may own or 
control the majority of the stock of more 
than one national and/or state member 
banks of the Federal Reserve System, 
shall be subject to the visitorial powers 
of the Comptroller of the Currency. 

We understand it to be the program 
of the House Committee to hold hear- 
ings upon all these bills and to obtain 
the viewpoints of officials of the Treas- 
ury Department, the Comptroller of the 
Currency, members of the Federal Re- 
serve Board, men prominently identified 
with groups and chains, as well as rep- 
resentatives of all phases of banking; in 
short, to conduct an investigation of the 
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entire situation and learn all the facts, 
preliminary to making such recommenda- 
tions of legislation with respect to the 
entire banking system as the results of 
the investigation may require. The 
Senate Committee on Banking and Cur- 
rency also, we understand, has on its 
program the subject of branch and group 
banking, but, from present indications, 
the initial investigation will be under- 
taken by the House Committee. 


Bills to Amend Section 5219 


HREE bills are now pending to 
Section 5219 U.S.R.S. One 
introduced by Senator Norbeck (S. 1550, 
June 12, 1929) would substitute for the 
present limitation that national bank 
shares shall not be taxed by the states 
at a higher rate than other competing 
moneyed capital in the hands of indi- 
vidual citizens, the limitation that the 
rate shall not be greater than upon 
“other moneyed capital used or employed 
in the business of banking.” The other 
two bills have been introduced by Mr. 
Goodwin (H.R. 7189, Dec. 10, 1929; 
H.R. 7752, Dec. 18, 1929). The last in- 
corporates the provisions of the first and 
provides a number of additional amend- 
ments to Section 5219. It is virtually the 
draft agreed upon at the conference of 
Tax Commissioners at Saranac Inn last 
Fall. The details of this bill will not 
be here explained; its underlying prin- 
ciple is to substitute for the “other 
moneyed capital” limitation upon the 
taxation of bank shares, provisions lim- 
iting such taxation to the highest rate 
upon mercantile, manufacturing or busi- 
ness corporations. The Special Commit- 
tee on Section 5219 A.B.A. has cogni- 
zance of these bills and is actively work- 
ing upon the bank tax problem, looking 
toward a satisfactory solution which 
will preserve the fundamental protective 
principles of Section 5219. Down to the 
present time, no action has been taken 
by either Senate or House Committee 
upon the above bills. 


Foreign Branches of State 
Bank Members 


BILL has been introduced by Sen- 
A ator Norbeck (S. 2605, Dec. 4, 
1929) to amend Section 9 of the Federal 
Reserve Act to permit state bank mem- 
bers of the Federal Reserve System to 
establish or retain branches in foreign 
countries or in dependencies or insular 


possessions of the United States. The 
enactment of this legislation is desired 
by the Federal Reserve Board and it has 
the backing of the American Bankers 
Association. When the McFadden Act 
of Feb. 25, 1927, regulating branches of 
national and member banks was passed, 
branches of state member banks were 
restricted to city limits and the draft of 
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the bill inadvertently omitted to provide 
for foreign branches of state member 
banks, as was done in the case of nation- 
al banks. The proposed bill is aimed at 
correcting this obvious omission. It was 
reported favorably to.the Senate by the 
Committee on Banking and Currency on 
Dec. 18, 1929. 


Security by National Banks for 
State Deposits 


BILL introduced by Senator Nor- 

beck (S. 486, April 23, 1929) and 
reported without amendment on Dec. 19, 
1929, from the Committee on Banking 
& Currency, adds a new paragraph to 
Section 5153 U.S.R.S. which would per- 
mit any national bank to give security in 
the form required by state law for state 
banks to secure deposits of public funds 
of a state or any political subdivision 
thereof. A similar bill was introduced 
in the 70th Congress and the Secretary 
of the Treasury reported that he had no 
objection to its passage. While national 
banks now pledge securities with the 
states and various subdivisions as se- 
curity for public deposits and thus save 
the cost of the premium on a surety 
bond, the law as to the power of the na- 
tional bank to make such pledge is un- 
certain. The present bill would specific- 
ally authorize such pledges by national 
banks. The Federal law now authorizes 
such pledges to secure the deposit of 
moneys belonging to the United States. 


Withdrawal by State Member 
Banks 


EGISLATION requested by the Fed- 
eral Reserve Board is contained in 
a bill introduced by Mr. McFadden (H.R. 
8877, Jan. 20, 1930) and reported to the 
House on Jan. 23. Its purpose is to 
amend Section 9 of the Federal Reserve 
Act so that the Federal Reserve Board 
may be authorized in its discretion, and 
subject to such conditions as it may pre- 
scribe, to waive notice of intention by 
state banks and trust companies which 
are members of the system, to withdraw 
from membership therein in individual 
cases. Under the present law, member 
banks of the Federal Reserve System 
must file written notice of such intention 
and before withdrawal can be effected, 
they are required to wait for a period of 
six months. A similar bill introduced by 
Senator Norbeck (S. 684, April 29, 1929) 
was favorably reported on Dec. 18, 1929, 
from the Senate Committee on Banking 
and Currency. 


Compromise of National Bank 
Shareholders’ Liability 


HE Senate on Jan. 6 passed a bill 

by Mr. George (S. 544) 

authorizing receivers of national banking 
(Continued on page 800) 
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Is There a Shortage of Capital? 


By T. N. CARVER 


Adequacy of the Future Supply of Capital Seen as Depending 
on the Outcome of a Race Between Inventors Who Furnish the 


Things Which Create New Demands for Funds, and the Savers 


THING is scarce when there 
is not as much of it as is 
wanted. No matter how much 
there is of it, speaking abso- 

lutely, if there is not enough to supply 

the demand, it is scarce. Scarcity is thus 

a relative and not an absolute term. 

This, of course, applies to capital as 

well as to everything else. 

No matter how vast our accumulations 
of capital may be, if there is a demand 
for still more, then capital is scarce. 
Even though the total amount of capital 
in the country may be increasing by 
leaps and bounds, if the demand for 
capital is increasing still more rapidly, 
capital is growing scarcer—that is 
scarcer relatively to the demand. 


Since the Debacle 


HERE is_ undoubtedly a _ vast 
cae of capital in this country. 
The question is: Do we need still more? 
We do. It is also true that accumula- 
tions of capital have increased rapidly 
in recent years. The next question is: 
Has the demand increased still more rap- 
idly? There were indications that it did 
until the collapse of the stock market. 
In other words, capital was growing 
somewhat scarcer relatively to the rap- 
idly increasing demand for it. Since 
the Wall Street debacle the surface in- 
dications point to a plethora rather than 
to a scarcity of capital, though these 
surface indications may be deceptive. 

The only real barometer of the rel- 
ative scarcity of any merchantable com- 
modity is its price. If its market price 
goes up it means that the quantity ac- 
tually offered on the market does not 
come as nearly satisfying the desires of 
those who want it as it formerly did. It 
may, of course, be withheld from the 
market by monopolistic control, but even 
in that case, the quantity actually of- 
fered on the market is smaller than it 
would be if there were no monopolistic 
control. In other words, there is an ar- 
tificial, monopoly-created, scarcity. 


Where there is an open market, and no 
monopolistic interference, the rise in the 
price of any commodity is an indication 
of growing scarcity of its total supply 
relatively to its total demand. 

In the case of capital, the general mar- 


and Accumulators Whose Thrift Provides Investment Capital. 


Two Forces 


ITH ever increasing 

frequency the ques- 
tion as to whether the 
world is facing a shortage 
of capital is being raised. 
This article does not at- 
tempt to answer the ques- 
tion directly but it does 
designate the two funda- 
mental forces which, as one 
or the other proves the 
stronger, will produce the 
condition necessary for an 
actual answer to the query. 
These forces, incidentally, 
are of a character that en- 
able even a superficial ob- 
server to trace their move- 
ments. 


ket rate of interest is the barometer of 
its relative scarcity. Whether we con- 
sider interest on business loans, or the 
return on investments, that will be true. 
When borrowers are willing to pay a 
high rate on business loans it means 
either that there is an active demand for 
loans because business men see many 
good opportunities to use extra capital, 
or that there isn’t very much loanable 
capital to be had. In either case it means 
a relative scarcity. When good bonds, 
yielding a fixed rate of return, sell at a 
low price, thus yielding a high return 
on the investment, it means that there 
is a scarcity of capital seeking that kind 
of investments. It may be an absolute 
scarcity of capital for any purpose, or 
it may mean, and nowadays does mean, 
that there are so many other good in- 
vestments as to leave little for any one 
class of bonds. 

To guard against misinterpretation 
it is necessary to explain, even at 
the risk of being tiresome, the relation 
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between capital and money. Capital is 
not money. It consists of auxiliary in- 
struments of production, such as build- 
ings, tools, machines, engines, supplies of 
raw material in process of production. 
These and similar things make up the 
supply of real capital. Then there are 
evidences of ownership or part owner- 
ship in such things. These consist of 
pieces of paper, such as notes, ware- 
house receipts, title deeds, mortgages, 
bonds, and stocks. These are not real 
capital, though they are sometimes 
treated as though they were. They are 
really only what we have described them 
to be, namely evidences of ownership in 
real capital. 

A somewhat more subtle distinction is 
that between capital and a quantitative 
expression of how much capital there is 
in a given mass. When you try to tell 
anyone how much capital you have, or 
how much there is in any industry, you 
are almost compelled to state that quan- 
tity in terms of its value. Custom and 
convention have accepted this as the 
most convenient and easily understood 
method of expressing quantity in all dis- 
cussions of capital. Again, the most 
convenient way of stating how much 
value there is in a thing, a plant, or an 
industry, is to state it in terms of money 
—dollars in this country. Consequently, 
it is customary when speaking of the 
quantity of capital, to say so many dol- 
lars, or so many dollars’ worth. That 
does not mean that capital is dollars; it 
only means that we measure it in terms 
of dollars. 


A Rapidly Growing Demand 


APITAL is a collection of instru- 

ments of production, but you cannot 
tell anyone how much capital there is in 
any group of such instruments without 
reducing them all to some common de- 
nominator. You might conceivably state 
the quantity in tons or cubic contents, 
but that would be less satisfactory than 
to state it in terms of dollars or dollars’ 
worth. 

Again, capital comes into existence 
only when instruments of production are 
made. They are made because there is 
an effective demand for them. There is 
an effective demand for them under mod- 
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ern conditions only when someone is 
willing to spend money for them. If 
everyone insisted on spending all his 
money for consumers’ goods and none 
for producers’ goods, there would be no 
market for producers’ goods, or instru- 
ments of production. When some peo- 
ple are willing to spend a part of their 
money for instruments of production 
there is a demand for 
them. The people who 
spend a part of their 
money for instruments 
of production are called 
investors. 
This money which in- 
vestors are willing to 
spend for instruments of 
production is called, for 
convenience, investable 
capital. When, there- 
fore, we speak in this 
article of capital in 
terms of dollars we mean 
either the money value 
of instruments of pro- 
duction, which are the 
real capital, or the 
money which investors 
are willing to spend in 
the purchase of instru- 
ments of production, or, 
which means the same 
thing, paper evidences of 
ownership in them. 
For several years be- 
fore the recent collapse 
of the stock market, in- 
terest rates had been 
rising. At the same time, 
capital had been increas- 
ing at a rapid rate. 
These facts, taken to- 
gether, indicated that 
there was a rapidly 
growing demand for in- 
vestable capital. To 
what extent this demand 
originated with specu- 
lators, who merely 
wanted money with 
which to speculate, it 
would be difficult to find 
out. Since the collapse, 
interest rates have 
tended to fall. 
There is no evidence of 
any general destruction, 
wastage, or other decrease in the quan- 
tity of capital. This falling interest rate 
. apparently indicates a decrease in the 
demand for new or investable capital. 
New industrial plants are not being con- 
structed, or old ones are not expanding 
at the former rate. They who have cap- 
ital to invest are not finding as many 
opportunities to invest it as they for- 
merly did. 
This falling off in the demand for 
new capital is probably temporary, a 
natural result of the fear inspired by 
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the collapse of the speculative boom. It 
may be a little surprising, however, to 
find that there is still so much invest- 
ing power in the country. The collapse 
has not depleted our supplies of in- 
vestable capital. Enterprisers are mere- 
ly puzzled to know what to do with the 
capital which is being offered them. 
This, as stated before, indicates a sur- 
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Etching by Karl Dehmann 


Broad Street, New York 


plus, temporarily at least, rather than a 
scarcity of capital. 

Why did the demand for capita! in- 
crease so rapidly in the last ten years? 
One very potent cause was the activity 


of inventors. An inventor is one who 
shows the world new ways of using 
capital. At least that is one of his func- 
tions. The more inventors there are, or 
the more active and successful they are, 
the more new ways of using capital we 
shall know about. 

When a new invention renders an old 
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machine obsolete, it takes new investable 
capital to replace it. Some times this 
means the re-equipment of entire indus- 
tries and reaches stupendous proportions 
and requires hundreds of millions of dol- 
lars of new or investable capital. 

The reorganization and re-equipment 
of the Ford plant a few years ago is a 
case in point. When the inventor gives 
us something entirely 
new, as in the case of 
the aeroplane and the 
radio, an entirely new in- 
dustry is born. We then 
have a still more striking 
increase in the demand 
for investable capital. It 
not only takes hundreds 
of millions to start these 
new industries, but the 
first few years are neces- 
sarily years of rapid ex- 
perimentation and im- 
provement. 

Scrapping old plants 
and building or equip- 
ping new ones in rapid 
succession, requires other 
hundreds of millions. 
New inventions have 
come in such rapid suc- 
cession and in such be- 
wildering number and 
variety as to have called 
for billions of new cap- 
ital. It takes a pretty 
rapid rate of accumula- 
tion to keep up with such 
a demand. 

On the other hand, the 
presence of large num- 
bers of eager investors 
with vast sums of capital 
at their disposal, makes 
an active demand for the 
products of the inventor. 
Unless there was a 
pretty rapid rate of ac- 
cumulation, inventors 
would have a sorry time 
of it. Unless some one 
had been willing and able 
to spend some money in 
building aeroplanes, none 
would have been built, 
and the Wright Brothers 
would have suffered the 
fate of many a genius of 
the past. Unless someone is willing and 
able to spend some money in building 
or installing the next great invention, 
it will not be used and its inventor will 
gain neither profit nor renown. 

The function of the inventor and that 
of the saver and investor fit together 
like the two blades of a pair of scissors. 
Each is a help to the other. The in- 
ventor shows how to use new capital; 
the saver and investor make a market 
for the inventor’s art. 

(Continued on page 799) 
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More Dollars for Country Banks 


By C. B. ZINSER 


President, First National Bank, Chillicothe, Illinois 


Intelligent Conversion of Funds into Earning Assets Is the 
Most Vital Phase of Bank Management. By Setting up Average 
Country Institution Sound Methods Are Shown for Squeezing 
Bigger Returns from Net Profits without Unwarranted Risk. 


HE intelligent conversion of a 

bank’s funds into earning assets 

in all its various aspects is per- 

haps the most vital phase of bank 
management, for safety in the investment 
of the bank’s funds and adequate income 
are the essential elements in a program 
of good banking. To produce results the 
banker must concern himself with both 
liquidity and profits. 

If he invest only for profit, things may 
look bright and profits be large for a 
while, but sooner or later he would find 
his assets badly frozen and then charge- 
offs would eat up previous earnings, 
providing he had not paid them all out 
in dividends, in which case it would be 
just too bad. To keep banks liquid and 
make a fair return each year is the only 
safe procedure. 


An Average Bank 


ET us set up a bank. Say the aver- 
age bank out of the 1219 banks in 
Illinois having earning assets of less 
than $750,000. Our liabilities are, time 
deposits, $152,000; demand deposits, 
$152,000; capital, surplus and profits, 
about $63,000, and bills payable, $15,000; 
total, $382,000. Our assets are, cash, 
$47,000; bonds and securities, $58,000; 
loans, $242,000, and building, $35,000; 
total, $382,000. Of course, many banks 
of this group are larger and many small- 
er, but if these banks as a whole are to 
stay in business this average bank must 
make money safely. 

Taking the assets individually, let us 
see what can be done. First we have 
cash $47,000, and there is too much of 
it; somebody must have expected a call. 
Our legal reserve is only $15,200 and 
cash in vault need only be $6,000; if our 
legal reserve is kept at the Federal re- 
serve bank we may need another ac- 
count, possibly closer to home, and 
$5,000 is enough to compensate them for 
clearing our items and taking care of 
our bonds; this leaves us enough cash to 
pay off the money borrowed, which we 
will do at once. After paying off our 
money borrowed we have cash left of 
$32,000; deduct $6,000 in vault, leaves 
$26,000; reserve and one bank account 
say $20,000, and we have $6,000, left 


out of our average cash held by our 
average bank and I know right now 
where I can place that $6,000 for thirty 
days at an average of 5% per cent. The 
money goes to work at once. 


Feast or Famine 


ASH assets as a rule do not make a 
C bank much money, the $5,000 with 
our correspondent will only pay 2% per 
cent and the $16,000 with the Federal 
reserve bank pays nothing in cash, but so 
far as I am concerned it pays my sweet- 
est dividend—sleep; I do get my rest. I 
am not interested in the banking busi- 
ness without the Federal reserve bank. 
Indirectly our deposit at the Federal 
reserve bank is our best money maker, 
and, speaking of safety and profit, the 
greatest service the Federal reserve 
bank renders is the supplying of quick 
money, any time and any amount within 
reason at 4% per cent now and possibly 
before the year is over at 3% per cent. 
This money not to be loaned out reckless- 
ly at all, but to bridge over the gaps and 
make smoother and more profitable the 
year as a whole. Our business has its 
ups and downs; it’s either a feast or a 
famine; during the downs is where the 
Federal reserve comes in. So much for 
the cash. 

Bonds and securities, $58,000, come 
next and I would raise this to $100,000 
because it is safer to have this amount 
invested away from home so that a local 
disturbance will not catch you unawares. 
These bonds must be well diversified as 
to maturity, geographically, industrial- 
ly, ete.; one-half to three-fourths should 
be listed. I-think it is possible for the 
list to net 6 per cent. 


On the Sea of Credit 


ET us take up the loans item which 
L is now cut to $200,000, because we 
raised our bonds to $100,000. First, last 
and always aim to keep all that is pos- 
sible of these loans eligible at the Fed- 
eral reserve bank. Even at that the 
bank will be lucky if one-half of them be 


eligible. Like bonds, loans must be di- 
versified; keep them short for the bank’s 
own good and that of its customer. 

I recently made a $500 loan at 7 per 
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cent to a young man who purchased a 
car; he said that he wished to pay or 
deposit $10 a week to take care of the 
note and his parents signed with him, 
making a perfectly safe loan. The young 
man told me to make the note for one 
year and there was a rumpus when I 
drew it up for sixty days; but the deal 
went through at sixty days. The deposits 
are made regularly in the checking ac- 
count, the first maturity is past, the note 
is reduced and everybody is happy. It 
was easy to show how the sixty-day 
maturity produced a very low rate of in- 
terest compared to the year maturity. 

When they ask me. “Well, can I renew 
when it comes due?” 

I tell them: “We are renewing notes 
every day and I see no reason at this 
time why we cannot renew yours at 
maturity providing everything is satis- 
factory.” 

Keep notes so liquid that the bank 
can keep loaned up all the time. Better 
loan at 4% per cent for thirty days than 
to have idle funds. Loans are like ships, 
some are large and some small; you send 
them out on the sea of credit, some for 
a short voyage and some longer; some 
of these ships never come back. 


Invest by Phone 


HERE is a way to keep the bank 

safe in such an emergency: Have a 
good sized undivided profits account; 
there is nothing like it. Big undivided 
profits may venture more, but little un- 
divided profits must stay near shore. Was 
the Lord two thousand years ago think- 
ing of the small country bank and its un- 
divided profits when He said: “To them 
that hath shall be given, but to them 
that hath not even that which they have 
shall be taken away.” 

The bank cannot loan money safely or 
profitably unless it has a good back- 
log of undivided profits. “Save Your 
Money” is just as good for the banker 
as his customer. Make chances instead of 
take chances. Study loans at directors’ 
meetings. Have statements on all of $500 
or over. County credit bureaus are fine, 
but do not take the place of the up-to- 
date financial statement. If the direc- 

(Continued on page 802) 


An Entering Wedge 


OSTMASTER GENERAL WALTER F. BROWN 

in his annual report to Congress recommended that 
the limit of Postal Savings for any one individual 
should be increased from $2,500 to $5,000. Legisla- 
tion to that end has been introduced. 

“The system,” said Mr. Brown in support of his 
recommendation, “being an important link in the great 
savings chain, with its activities coordinated with 
those of business, it follows that any restriction on 
its activities must affect adversely its beneficiaries— 
timid depositors, local business circles, and the nation. 
The limiting of the amount of an individual account 
to $2,500 is such a restriction.” 

Rather a sweeping statement this. The Postmaster 
General regards any restriction on the activities of 
the Postal Savings System as adversely affecting the 
nation. Logically then there should be no restrictions 
imposed upon Postal Savings that are not imposed 
upon savings banks. Since limiting the amount of an 
account to $2,500 is considered as but one of these 
adverse restrictions, the increase to $5,000 might 
properly be looked upon as an entering wedge to the 
removal of all. That would mean, of course, frank and 
open competition between the Government and the 
established savings institutions of the country. 

So far as the specific step proposed is concerned 
there is no more real justification for increasing the 
limit of individual deposits than there is for the Gov- 
ernment to enter the savings field in all-around com- 
petition to existing institutions. The Government 
engaged in Postal Savings on the theory that it would 
provide savings facilities badly needed by two large 
groups. One of these consisted of individuals in 
sparsely settled rural sections of the country and the 
other was the newly landed immigrants unfamiliar 
with the services offered by American banks. 

Very little has been accomplished in the extension 
of Postal Savings facilities in the country districts. 
The Government’s savings business is urban rather 
than rural. Moreover, farm relief and a larger Postal 
Savings limit in the interest of the great open spaces 
hardly seems compatible. 

With respect to the immigrant group, experience 
has proved that the facility of Postal Savings afforded 
by the Government has been availed of in relatively 
slight measure. Now that immigration quotas are in 
force it is probable that an increase in the accounts 
from this class will not continue. Furthermore, it 
would seem that by the time an immigrant had been 
in this country long enough to accumulate even $2,500, 
he would be enough of an American to be well ac- 
quainted with its banking system. 

It is hard to see where this restriction adversely 
affects anything other than the ability of the Govern- 
ment to engage in business. 

The trend of these enlightened times should be to- 
ward getting the government out of business, whereas 
the postmaster’s recommendation is for a further ex- 
tension into business. 


Make Some Sacrifice 


66 LL nations have varying needs demanding spe- 

cial considerations,” said King George in his 
speech at the opening of the Naval Arms Conference 
in London, “but if each is equally determined to make 
some sacrifice as a contribution to the common good 
I feel sure that your deliberations will confer great 
and lasting benefit not only upon the countries which 
you represent, but upon mankind generally.” 

King George in that paragraph has indicated a 
highway over which we here in America in our every- 
day conduct might travel to a new high level of com- 
mercial prosperity, and to a new high level of hap- 
piness and safety. 

For most of the ills from which the United States 
suffer—and the list is a long and grievous one—have 
their source in the determination of so many people 
to sacrifice nothing on their own part for the common 
good, but instead a determination to sacrifice other 
people’s goods, other people’s usefulness, other people’s 
happiness and even other people’s lives! 

If, for illustration, there were a widespread deter- 
mination to sacrifice a little speed there would not be 
30,000 persons a year killed in highway accidents. A 
worth while gain in humanity as well as an economic 
gain could be made here by just a small sacrifice of 
something that for the most part is unnecessary. 

If there were a determination to make some sacri- 
fice to the end that one’s personal and private record 
of good citizenship might be improved, and one’s per- 
sonal and private record of lawless acts might dim- 
inish, there indeed would be a contribution to the 
strength of the nation. It takes no extraordinary 
imagination to witness the selfish desire of seemingly 
respectable citizens to obtain liquor manifesting itself 
in bootlegging murders. 

If there were a determination to make some sacrifice 
of personal leisure to the end that the average man 
might cease to be a political nonentity, deluded with 
the thought that he is performing his full duty by 
merely voting once a year, politics would be cleaner, 
taxes would be lower and there would be another 
worth while economic gain. 


The Bankers’ Pool 


ETAILS of the consortium of banks which stepped 
into the stock market to stem the tide of falling 
security prices during the October crash are coming 
to light from apparently authoritative sources. Reli- 
able reports put the amount made available by the 
six banks forming the pool as $240,000,000, or $40,- 
000,000 each. Nowhere near the total available was 
used, however. 

Mobilization of the resources of nationally known 
financial institutions to prevent a market panic struck 
the popular imagination at the time. This was per- 
haps the greatest service the pool performed. But 
imagination led to extremes in expressions of approval 
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on the part of some; in others it produced an attitude 
of cynicism. 

Some said the bankers pool had saved the nation 
and was an example of high-minded patriotism. Some 
said it was an effort to save specific assets. In a 
sense it was both. 

The biggest asset of the financial institutions of the 
country is the national prosperity. The larger the 
institution the larger looms this asset. 

No matter how small the locality when difficulties 
arise the local bankers are called in. More often they 
step in. They have interests to protect. But their 
interests and those of the community are identical. 
This procedure is followed in the big cities as well 
as in the towns. It is followed when the difficulty is 
sectional and when it is national. 

From the viewpoint of the American public at large 
the banks that helped to stabilize the collapsing stock 
market did only what experience had taught could be 
expected of banks in times of emergency. 


Shot-Gun Legislation 


EARS ago there were doctors who used to write 

what were known as “shot-gun” prescriptions. 
The theory was that if the cause of a patient’s indis- 
position was obscure the best treatment was a good 
dose of as many different drugs as possible. One of 
them might do the trick. 

With the progress of the science of medicine this 
sort of treatment has disappeared. It has been found 
to be better, and safer, to first ascertain just what 
is the trouble to be remedied. 

The science of legislation, however, does not seem 
to have freed itself from a comparable habit. At 
least such would be a fair inference from the char- 
acter and extent of the banking legislation which is 
before Congress. Viewed as a whole it has all the 
earmarks of attempted “shot-gun” legislation. 

Of course, most of the banking bills that were so 
promptly introduced at the opening of the session 
are doomed never to see the light of day. Many will 
die ingloriously in committee. It is to be hoped that 
congress will diagnose before it prescribes for bank- 
ing. The best indications are that such will be the 
case and that careful inquiry will precede action. 

Nevertheless the public has been allowed to get the 
impression at the outset that a lot of conditions exist, 
which may or not be the case, just because a lot of 
bills have been proposed to meet them. Public atten- 
tion focused upon non-essentials in the beginning 
easily becomes confused later on when real issues 
may be considered. 


The Ex Officio Chairman 


HERE is agitaton for the removal of the Secre- 
tary of the Treasury from the position of chair- 
man, ex officio, of the Federal Reserve Board. The 
real question is whether the Secretary should be ac- 
corded membership on the board, as the Governor of 
the reserve board is the actual chairman. Titular 
chairmanship is more a mark of respect to the office 
of Secretary of the Treasury than anything else. 
Agitation against membership on the reserve board 
for the head of the Treasury Department has been 
evident for several years but it is only recently that it 
has been put forward as a matter for serious consid- 
eration. 
Alleged Treasury domination of Federal Reserve 
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Board policies is responsible for the agitation. It has 
been argued that the office of Secretary of the Treas- 
ury carries with it such prestige as to positively 
influence members of the reserve board, and it has 
been suspected that the Treasury has attempted to 
dictate policies to the reserve board. 

In the absence of definite proof to the contrary, 
Treasury dominance over the Federal Reserve Board 
seems to be more apparent than real. There are eight 
members of the board. The President appoints six of 
them directly, from which number he designates the 
Governor. The other two members are ez officio, the 
Secretary of the Treasury and the Comptroller of the 
Currency. Theoretically the Treasury has two out of 
the eight votes on the board. Actually the Secretary 
of the Treasury participates in the actions of the 
Federal Reserve Board far less than is commonly sup- 
posed. 

However, Treasury opinion is undeniably powerful. 
The reserve banks are the fiscal agents of the Treas- 
ury. The Treasury provides the currency that the 
reserve banks issue. Because of these, and other, in- 
extricable relationships between the Treasury and the 
Federal Reserve System, it is hard to see how the 
force of Treasury opinion would be diminished by the 
removal of the head of the Department from ex officio 
membership on the reserve board. 

An outright conflict between the Treasury and the 
Federal Reserve Board on a matter of major policy is 
almost inconceivable. They must in the very nature 
of things work in harmony. To close the doors of the 
Federal Reserve Board to the Secretary of the Treas- 
ury might smack of something very close to a chal- 
lenge. 


The Ambition of Paris 


RANCE is seeking to regain for its capital city 

one of the brightest stars in the crown of pre-war 
Paris. That city is endeavoring to resume its position 
as the leading money center of Continental Europe 
and again take its place as one of the financial centers 
of the world. 

A reduction of 50 per cent in the tax on the sale 
of foreign securities in France, the abolition of the 
tax on foreign exchange operations and a reduction 
in the transfer tax on securities, are all long steps 
toward the reestablishment of an international market 
for capital in Paris. 

The ambition of Paris to take her place in the finan- 
cial sun is not the least of the favorable signs for 
world economic improvement to be expected during 
the new decade. One of the nations whose recovery 
from the effects of the war has been the slowest, 
France is sprinting the last few laps. 

From a world standpoint the ambition of Paris is 
laudable. More and more business and finance the 
world over has come to realize that what is best for 
the world is best for the part. Ever since the war New 
York has held undisputed sway as an international 
money center, displacing London from the leadership 
it had occupied for centuries. Of late, London, Paris 
and Berlin have all shown signs of returning financial 
strength. There is also to be a great international 
bank which should, in time, remove many of the com- 
plications of exchange fluctuations and shifting gold 
stocks. This does not necessarily mean that the posi- 
tion of New York is challenged, but rather that 
there may be less concentration of world credit sup- 
plies in this country. 
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Consolidate and Survive 


By C. D. TEDROW 


President, Citizens National Bank, Princeton, Illinois 


Mergers of Small Banks Urged to Preserve Unit System From 
Overpowering Competition of Chain and Branch Institutions. 


Consolidations Said to Find Favor With the Public. 


Greater 


Concentration of Resources Needed to Keep Business at Home. 


T is generally agreed that there are 
too many banks. How, then, is the 
best way to correct this over-sup- 
ply? I am one who believes that 

this can be accomplished best by con- 
solidations. 

It seems to me that the tendency to 
organize too many banks had its origin 
back many years ago, when it was legal 
to operate private banks. In _ the 
eighties and early nineties, you usually 
found one bank in the principal small 
towns. These banks were often owned 
and operated by some hardheaded, gruff 
individual who had accumulated his 
wealth by the shrewd handling of his 
savings, produced usually by hard labor. 
He was most interested in preserving his 
wealth and making it earn a fair return 
and his bank was conducted along most 
conservative lines, with little, if any, 
thought of trying to induce more de- 
posits to come to his institution outside 
of the normal, gradual growth. 


Without a Murmur 


N those days, an exchange charge was 

made on Chicago and New York 
drafts. The older clients of these banks 
paid this charge without a murmur and 
were satisfied about it, but about that 
time a new crop of men had grown up 
and were succeeding their fathers in 
farming and business and some of these 
objected to paying the bank for writing 
drafts for them when they had the funds 
on deposit and wanted to pay an obliga- 
tion elsewhere. 

This objection was responsible more 
than any other one thing for the forma- 
tion of “spite banks,” institutions which 
were often promoted, organized and op- 
erated by men who were not bankers 
and who had little knowledge of how a 
bank should be conducted. Nearly every 
community had one or more of these 
banks started and then the trouble be- 
gan. 

Competition was so keen and rivalry 
so intense that the “old timer” who was 
operating his business conservatively 
gradually eased down on his require- 
ments in order to keep his old customers, 
who were constantly being solicited, from 
going to the new bank where the de- 


As Never Before 


SMALL town banker 

discusses the bank mer- 
ger question from the 
standpoint of the institu- 
tion whose customers are 
chiefly farmers or persons 
who make their living al- 
most directly through agri- 
culture. From this angle 
he throws some new light 
upon structure of Ameri- 
can banking which is now, 
as perhaps never before, a 
subject of general and con- 
stant discussion. His con- 
clusions are unequivocal 
and well defined. 


mands were not so rigid. This resulted 
in a lowering of the standards by nearly 
every banking institution operating in 
the agricultural Middle West. 


Do the Job Thoroughly 


ROM that time on until after the 

World War, not a great amount of 
attention was paid to the various phases 
of the operation of these banks by either 
the management or the banking depart- 
ments, except for the effort and, in many 
cases, the fight for increased deposits. 
The general trend of values on farm 
lands and farm products during this pe- 
riod was up and as a result the apparent 
values back of the assets of the banks 
allowed them to “get by,’ but when the 
depression after the World War hit the 
country, the banks which had operated 
in this loose manner found themselves in 
difficulty. 

The management then began to look 
about and take stock and decided that 
the best way to overcome their difficulties 
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was to increase profits. Various schemes 
have been devised to produce the neces- 
sary profits to be used to charge off the 
frozen loans acquired during this slip. 
shod period. Many of these plans have 
merit and can be successfully injected 
into the operation of the small town 
bank, but in my opinion some of them 
are successful in theory only. It takes 
time, effort, money and an _ unlimited 
amount of patience to educate your cli- 
entele every few months on some new 
scheme. Why not, then, do the job thor- 
oughly, all at one time, and in the most 
efficient way by getting together with 
your competitors and merging your insti- 
tutions? 

Never before has there been so much, 
discussion about banks as at present. 
The people are well read and better in- 
formed today than ever before. During: 
the past few years, the press has de 
voted considerable space to articles an- 
nouncing and commenting on bank fail- 
ures, so it is to be expected that there 
may be interest in the minds of the peo- 
ple concerning the stability of their bank. 
The first consideration of the manage- 
ment of every bank should be to the de- 
positor. 


Sooner, the Better’’ 


EPOSITORS are wondering how 

two banks in a town of less than 
1000 population can be successfully op- 
erated when they read in the papers that 
some towns of from 5000 to 10,000 popu- 
lation in the East have only one bank. 
Then, too, they have read of the big 
mergers that have been made by the city 
banks and they are asking the question: 

“Why shouldn’t banks in the smaller 
towns do the same thing?” 

Many of the clients of the bank which 
pays my salary have asked in recent 
months: 

“When are the banks here going to 
consolidate?” 

Our answer has always been, “The 
sooner, the better.” We believe our town 
is a normal county seat town of 5000 
population in a good agricultural section, 
and I assume that if our customers are 
thinking along these lines that the clients, 

(Continued on page 8138) 
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BROOKMIRE INVESTMENT SERVICE 


FOR BANKS 
AND THEIR DEPOSITORS 


HE business of investment has come to be more fully 
; eee since it has recently been borne home so 
clearly to individual investors that random purchases of 
securities cannot be permanently successful. @ The need for 
experienced counsel is appreciated to a greater extent than 
before. Depositors should turn to their banker, where pre- 
viously they considered advice unnecessary. @{ The Brookmire 
organization is equipped to co-operate, for 25 years study of 
American business and security trends is reflected in the 
bulletins of the Service, which provide banks with a specialized 
source of counsel to utilize in advising depositors. Through 
Brookmire Service, too, banks receive specific supervision 


of the investment of their own reserve funds. 


Information concerning Brookmire Service as it applies 
particularly to banks may be obtained by addressing 
our Executive Department at 551 Fifth Avenue, 
New York, N. Y. 


BROOK MIRE ECONOMIC SERVICE 


NEW YORK BOSTON CHICAGO PHILADELPHIA PITTSBURGH CLEVELAND BUFFALO ROCHESTER DETROIT 
ST. LOUIS ATLANTA MINNEAPOLIS SAN FRANCISCO LOS ANGELES SEATTLE SPOKANE PORTLAND TORONTO 
ERIE MONTREAL MEMPHIS CINCINNATI NEWARK PROVIDENCE COLUMBUS 


THE LARGEST AND OLDEST ORGANIZATION OF ITS CHARACTER IN THE UNITED STATES. 


When writing to advertisers please mention the American Bankers Association Journal 


749 
| 
— 


AMERICAN BANKERS ASSOCIATION JOURNAL February, 1930 


A VIEW OF CHICAGO’S NEW SKYLINE 


A GROWING OFFICE 
FOR YOUR BANK IN CHICAGO 


In growing to meet the increasing ganization has gained steadily and 
needs of Chicago, Central Trust substantially in capital funds, in 
Company of Illinois continually resources, in the extent of its 
expands its ability and strength services to correspondent banks. 


to serve your bank Today it offers you 
as its Chicago Fhe CENTRAL Group strength and 


Central Trust Company of Illinois 
Since its founding Central-Illinois Company facilities of one of the 


Central-Illinois Securities Corporation 
in 1902, this or- 


CENTRAL [RUST 
COMPANY OF ILLINOIS 
208 South La Salle Street 


CHICAGO 


nation s large banks. 


When writing to advertisers please mention the American Bankers Association Journal 
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State Debts and Highway 


Financing 


By GEORGE E. ANDERSON 


State Indebtedness is Increasing at a Tremendous Rate But 


They Are Getting More for Their Money Through Adopting of 


a Policy of Pay-as-You-Go in Good Road Construction. 
Are Leaning Less on Federal Aid and Assuming Larger Burden. 


HE total indebtedness of the 

several states of the United 

States has increased at a tre- 

mendous rate in the past few 
years. According to a survey made by 
the Department of Commerce at the 
time the total of state debts in 1922 was 
estimated at $935,543,000. According 
to a recent review by the Bank of 
America of New York the total on July 
1, 1929, was $2,142,007,000. 

The Government figures are partly 
estimated and it appears that both fig- 
ures do not account for certain bond re- 
tirements and especially for accruement 
of sinking funds. However, for purposes 
of comparison and as a general measure 
of state indebtedness both figures may 
be taken at their face value. Moreover 
there has been a corresponding increase 
in the indebtedness of the counties, town- 
ships, and various other political units 
within the states not to mention the in- 
creased indebtedness of the cities which, 
although correspondingly great, is a 
subject to be considered independently of 
the states and their rural subdivisions 
since it rests upon a different basis. 


Very Large Figures 


CCORDING to the Government re- 

view in 1922 the indebtedness of 
these minor political units in the several 
states amounted to $1,255,211,000 of 
which $876,738,200 was for highways. 
What the indebtedness is at present no 
one knows. By 1926 the county and 
other rural indebtedness had increased 
$510,600,483 for highways alone. 

From the rate of issue of bonds for 
highway improvements since 1926 the 
rural indebtedness has probably _in- 
creased another $450,000,000 on that ac- 
count, making a grand total of some- 
thing like $1,837,338,683 as present rural 
indebtedness for highways which a few 
years ago formed only about 30 per cent 
of the total rural debt. These are very 
large figures and they represent a very 
impressive employment of American 
capital. They would be very disturbing 
were it not for the fact that the great 
mass of this. indebtedness represents 


<. 


New Light 


Te is @ companion ar- 
ticle to a discussion of 
bond issues for road con- 
struction in the January is- 
sue by the same author. 
Here he throws a new light 
upon the continued expan- 
sion of the total obligations 
of the several states of the 
United States which has 
been the subject of consid- 
‘erable concern in the re- 
cent past. This article pro- 
vides a real insight into the 
situation. 


public works not only of a permanent 
character but also in large measure of 
earning power. 

Most of it, in short, is investment in 
productive enterprises or at least in 
enterprises which effect savings in ex- 
penditures of the public so direct as to 
mean money actually in the pocket of 
the taxpayer from year to year. Much 
of this indebtedness has been incurred in 
the construction of modern highways 
and the improvement of highways gen- 
erally. 


Money for Roads 


N 1922 37 per cent of the outstanding 

indebtedness of the states and 29 per 
cent of the indebtedness of the counties 
were for highway purposes. In 1928 it 
is estimated by various authorities that 
the proportion of the state debt due to 
highway improvement was a trifle uver 
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States 


50 per cent. The percentage of county 
indebtedness due to road improvement 
in 1928 is unknown but all figures avail- 
able indicate that it is proportionately 
smaller. 

According to the review by the Bank 
of America above referred to the total 
debts of the states have increased by 
$170,653,324 in the eighteen months end- 
ing July 1, 1929, and of this increase 
99.3 per cent was for highway purposes. 
In short almost the whole of the in- 
crease in state indebtedness and certain- 
ly a very large proportion of the increase 
in county, district and township in- 
debtedness have been for roads. 

The development of modern highways 
in the United States in a little more 
than a decade has been one of the most 
remarkable phenomena in its history. 
The automobile convinced the American 
people that improved highways were 
profitable—in fact that any other sort 
were economically indefensible — and 
state by state, county by county, town- 
ship by township, the country as a 
whole has set itself to the task of re- 
drafting the transportation map of con- 
siderably over 3,000,000 square miles of 
territory. It has been and continues to 
be a stupendous task. 


A Tremendous Burden 


HE Federal Government joined in 
the movement, in fact gave it im- 
petus at the start, by making its first 
appropriation for road building in the 
new program as far back as 1916. It 
has continued appropriations and has 
given encouragement and direction to 
the entire movement. The state govern- 
ments gradually took up the work by 
undertaking the construction and im- 
provement of arterial highways as a 
result of which their direct control of 
highways increased from 203,000 miles 
in 1921 to 306,000 miles in 1928 and 
their control of surfaced roads from 
about 82,000 miles in 1921 to nearly 
193,000 miles last year. 
The counties took up the work and 
while their control of total road mileage 
has slightly decreased their control of 
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surfaced roads has increased by over 
127,000 miles. Moreover it must be con- 
sidered that the maintenance of about 
90 per cent of all roads of purely local 
benefit still rests upon the counties and 
other local units and this maintenance 
nowadays must be at a high standard. 
It has been and probably will long con- 
tinue to be a tremendous burden, con- 
stituting about 15 per cent of all ex- 
penditures of every sort for all govern- 
ment in the United States, national, 
state and local. 

During the year 1928 there was avail- 
able for expenditure upon the highways 
of the United States, including national, 
state, county, district and township high- 
ways, but not city streets, a total of 
over $2,000,000,000. Of this $1,035,- 
486,474 was available for state highways 
under the supervision of the state gov- 
ernments and $1,008,224,096 was avail- 
able for such expenditures by county or 
other local authorities. There is a cer- 
tain amount of transference of 
funds between state and local au- 
thorities so that these sums overlap 
to some extent but 
the net amount 
available was sub- 
stantially as given. 

Not all of the 

amounts available 

are expended from 

year to year, for 

there is usually a 

carry-over of from 

15 per cent to 20 

per cent. Of the 

more than $2,000,- 

000,000 available in 

1928 some $1,684,- 

000,000 in round 

figures was actual- 

ly spent — $849,- 

000,000 by the state highway authorities 
and $835,000,000 by local authorities. The 
actual expenditures in 1929 are esti- 
mated to exceed those of 1928 by about 
$150,000,000, while the expenditures 
scheduled for 1930 will show at least 
as much of an increase over the past 
year. The average annual expenditure 
upon highway work during the past five 
years has been about $1,300,000,000. 
There has been a steady increase from 
year to year—no great jumps in the 
amounts but a steady growth. It is 
probable that this growth will increase 
for several years. 


On a Two-Year Basis 

T is worth noting in connection with 

President Hoover’s prosperity pro- 
gram that the expenditures on roads 
during 1930 are already largely deter- 
mined. The increases in road expendi- 
tures from year to year, particularly in 
expenditures by the states, usually occur 
in two-year jumps. Most of the high- 
way work of the states and indeed most 
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of the highway work generally is 
planned on a two-year basis or to cover 
longer periods. 

The legislatures in most of the states 
meet once in two years—usually the year 
after the state elections. Appropria- 
tions made by the legislative assemblies 
of the states for road purposes cover the 
following two years and the expenditures 
by the states govern to some extent or 
at least materially affect and control 
appropriations for such purposes by 
local authorities, since the expenditures 
by both are usually supplemental to 
each other and are made in pursuance 
of a common purpose and with a single 


America has 
literally pour- 
ed money, in 
the form of 
concrete, into 
its roads 


end in view. Accordingly a large pro- 
portion of highway expenditures for the 
past year and for 1930 have been deter- 
mined by the state legislatures which 
met last winter. No increase in such 
expenditures can normally be expected 
until the legislatures meet a year hence. 

While on the face of things this will 
prevent any increase in the appropria- 
tions of such states for highway pur- 
poses until the next meeting of the legis- 
latures it will at the same time prevent 
any possible decrease in the program 
arranged for. In actual fact a consider- 
able increase in all such expenditures 
can be effected by speeding up the pro- 
gram already provided for and using all 
of the funds available instead of the 80 
per cent or so actually used in recent 
years. 


By Direct Taxation 


HE first fact to be noted in con- 
"hae with this vast expenditure 
from year to year is that five-sixths of 
it is paid out of current revenue, nearly 
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40 per cent of it being paid by direct 
taxation on property. Of the income of 
states for road purposes more than half 
comes from taxes on vehicles—the motor 
car, in other words—and taxes on gaso- 
line. That is, of the $849,326,598 actual 
income of the states for roads last year 
$259,134,000 came from the automobile 
tax or license fee and $234,163,000 from 
the gasoline tax. 

The states also received $80,798,365 
from the Federal Government and $86,- 
709,904 from counties and local political 
units. They also received $121,483,599 
from bond issues, the rest of the income 
being made up from direct road taxes, 
special appropriations for roads and 
miscellaneous items. 

Of the $835,326,951 of 
actual new income of 
local road _ authorities 
last year almost exactly 
half, or $416,812,566, was 
the proceeds of local road 
tax levies. The next 

largest source of 
income was bond 
issues which pro- 
duced $150,222,357; 
the third largest 
was in the way of 
special road appro- 
priations from 
general funds, 
$81,948,993. Motor 
vehicle taxes pro- 
duced $50,433,055; 
gasoline tax re- 
ceipts produced 
$53,778,852; mis- 
cellaneous income 
amounted to $51,- 
133,653 and the 
states made trans- 
fer of state funds 
to the local accounts to the amount of 
$30,997,475. 


Complete Revolution 


HE second fact to be noted is that 
"hae has been a complete revolu- 
tion in the financing of the states’ portion 
of the cost of these improvements. The 
income of the states for highway pur- 
poses in 1928 and more or less for the 
current year may be classified as 14.3 
per cent from the sale of bonds; 7.9 per 
cent from property taxes; 30.5 per cent 
from taxes on vehicles; 27.6 per cent 
from gasoline taxes and 19.7 per cent 
from funds from local authorities and 
the Federal Government. In 1921 the 
income from bond sales amounted to 28 
per cent of the whole; from property 
taxes 20 per cent; from motor vehicle 
fees 25 per cent; from gasoline taxes 3 
per cent and from local authorities and 
from the Federal Government 24 per 
cent. In 1928 the income of the county 
and local authorities included 18 per 

(Continued on page 815) 
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Pure COPPER 


bars the way to torch attack 


Forbes National Bank, Pitts- 
burgh, Pa. Richard K. Mellon, 
President. The vault doors are 
protected by thick plates of 


Copper. 


Vault doors made impregnable 
by thick plates of Copper are 
found in forty well known banks 
in Pennsylvania, among them the 
following banks in Pittsburgh 
and vicinity : 

Arsenal Bank 
Franklin Savings Bank 
Monongahela National Bank 
Pennsylvania Trust Company 
Peoples Trust Company 


Braddock National Bank 
Braddock, Pa. 
Carrick Bank 
Carrick, Pa. 

Citizens State Bank 
liormont, Pa. 
Dormont Savings Bank 
Dormont, Pa. 
First National Bank 
Etna, Pa. 
Logan Trust Company 
New Kensington, Pa. 


Citizens National Bank 
Washington, Pa. 


ODERN bank vault doors 

reinforced with plates of 
Copper seven to ten inches thick 
offer impregnable resistance to at- 
tack by the oxy-acetylene torch. 


The value of Copper for this pur- 
pose lies in its high heat conductiv- 
ity which enables the metal to rap- 
idly conduct the consuming heat 
generated by the torch away from 
the point of attack and diffuse it 
over a wide area. Thus the action 


of the torch is slowed downto such 
an extent as to render this method 
of attack impracticable. 


Anaconda Copper is mined, smelted 
and refined by a single coordinated 
organization. The electrolytic refin- 
ing process employed results in a 
purity averaging over 99.9% which 
assures maximum heat conductivity. 
In the form of thick plates, Ana- 
conda Copper provides the most 
modern measure of protection in 
bank vault construction. 


For further information address Sales Promotion Department 
25 Broadway, New York 


ANACONDA COPPER 


When writing to advertisers please mention the American Bankers Association Journal 
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Sale’ 


Whenever we are called upon to invest 
money for our clients, we are free to 
choose securities from the whole invest- 
ment field. Only with this freedom, we 
believe, can we choose the securities that 
best suit the needs of each individual client. 


That 1s the reason Central Hanover has 


“ 


no securtiies lor sale. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


14 Offices in 14 Manhattan Centers 


Foreign Representatives in London, Paris, Berlin and Buenos Aires 


NO SECURITIES FOR SALE 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER ONE HUNDRED MILLION DOLLARS 


When writing to advertisers please mention the American Bankers Association Journal 


O ecuri1ties 
For 
> 
> 


Canada’s Experience with Branch 


Banking 


By MEREDITH F. FOSTER 


Unsecured Circulation Privilege Made Possible the Canadian 
System of Banking by Branches Scattered Over the Vast Area 


of the Dominion. 


Set-Up Suits Conditions There. 


First Laws 


Were Designed to Foster This Type of Banking Development. 


HE foundation of the Canadian 

banking system was laid by the 

establishment of the Bank of 

Montreal in 1817. At that time 
the population of the Dominion of Can- 
ada was less than 400,000, and that of 
Montreal, the chief trading center, less 
than 20,000. 

Domestic travel was conducted with 
utmost difficulty and ocean voyages to 
Europe required three months or more. 
Internal trade was limited to the ex- 
change of necessary commodities. 


The Keynote 


HE Canada of 1929 presents a 

marked improvement over the Can- 
ada of 1817. A population of 10,000,000; 
a rapidly increasing volume of foreign 
trade; a wealth of natural resources in 
arable lands, fishing grounds, forest 
areas, mineral deposits, and waterpower ; 
steam and electric railways, roads and 
highways, navigable waterways; modern 
harbor and storage facilities. These are 
but a few of Canada’s great economic 
assets. 

In the opinion of Sir Herbert S. Holt, 
president of the Royal Bank, who says: 
“National growth in Canada would have 
been 
structure, flexible and adaptable to the 
peculiar needs of the country and man- 
ned by a professionally trained banking 
personnel,” we have the keynote of the 
Canadian success in branch banking. 

Prominent among the provisions of the 
first bank act are Sections 61 and 76 
which give to all chartered banks the 
right to open branches to issue their own 
asset-secured notes; to deal in’coin and 
bullion, acceptances and bills; to lend 
money against negotiable and general 
public securities, stocks, bonds and 
debentures of industrial and other cor- 
porations; and to carry on generally the 
business of banking. But no bank is 
permitted to lend on real estate or upon 
the security of real estate mortgages. It 
can readily be seen that branch oper- 
ation in the provinces was given every 
inducement by Parliament. Thus as the 
result of the lack of provincial or local 


impossible without the banking’ 


An Issue 


I N every discussion of 

branch banking Canada 
is sooner or later pointed to 
as illustrative of such a 
system. Here is presented 
the results of a first hand, 
detailed study of banking 
in the Dominion showing 
how it works and the pecu- 
liar conditions under which 
it works. It offers the 
basis for an understand- 
ing of a subject which the 
Comptroller of the Cur- 
rency has made an issue in 
this country. 


dissension and the leniency of the act, 
there has arisen a nation-wide system of 
branch banking which has been attended 
by success and prosperity from the be- 
ginning. 


Large Capital Required 


N order to appreciate fully the meas- 
ures that have been instrumental in 

the growth and development of branch 
banks in Canada, it is necessary to ana- 
lyze certain provisions of the bank act 
which with the “expert general super- 
vision” of chartered banks have lent 
strength and stability to the branch 
system. 

No Canadian bank is permitted to com- 
mence operations unless it has a sub- 
scribed capital stock of $500,000 and 
paid-in capital of not less than $250,000. 
This is a decided contrast to the min- 
imum capital requirements of its south- 
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ern neighbor, the United States, where- 
in national banks may operate with, a 
minimum capital stock of $25,000 and 
state banks are known to exist with as 
low as $10,000 in their capital accounts. 

Fortified with an abundance of capital 
funds, the branch system is able to 
launch itself firmly into the heart of 
commercial and industrial enterprises of 
every town, village, and city in Canada. 
No matter how large the loan needed, 
the resources of a powerful parent bank, 
represented by the local branch could 
amply cover any single loan and, per- 
haps, thousands of similar amount. Not- 
withstanding the sufficient resources be- 
hind them to take care of the proper 
needs of their borrowing customers, the 
banks frequently feel that many demands 
for loans are excessive and unsound, 
particularly when business conditions 
are a matter of uncertainty. In that 
event the size of the loan is curtailed, 
and the borrower advised to exercise 
prudence and caution in the administra- 
tion of his business. On the other hand, 
however, it has never been the practice 
of any bank to refuse a legitimate loan, 
properly secured, to a customer froni one 
end of Canada to the other. Once a line 
of credit is established for the year, the 
customer is able to procure advances to 
meet all seasonal requirements without 
need of appeal to a score of banking in- 
stitutions or note-brokers in the cities 
far-removed and unsympathetic with 
local conditions. 


Circulation Privileges 


N outstanding feature of the Can- 
adian system is the right conferred 
upon all banks to issue notes of five dol- 
lars and multiples thereof up to the 
amount of the unimpaired paid-up cap- 
ital against the general security of their 
total assets on which the notes furnish 
a first lien. The notes of each bank 
circulate at par in every part of Canada 
through the requirement that each bank 
provide redemption agents in the cities 
where offices of the Department of 
Finance have been established for re 
(Continued on page 805) 
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The Burroughs Type- 
writer Transit Machine 
combines an electrically 
operated adding machine 
with a standard type- 
writing unit. Thus, the 
machine adds, accumu- 
lates totals and affords 
the advantage of type- 
written description in 
the same operation. 


ms cag ced 
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other ite’ 
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' 


The Burroughs Numeri- 
cal Transit Machine is 
especially designed for 
use with the Numerical 
Transit System and pro- 
vides positive numerical 
description of both payer 
and endorser with every 
amount listed. All de- 
scriptions are  auto- 
matically listed in red. 


ADDING BOOKKEEPING CALCULATING AND. BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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LETTERS | 


HERE are two kinds of transit letters— 

numerical (numbers only) and com- 
bination (numbers with typewritten 
names or descriptions). 


But no matter which you use, there’s 
a Burroughs Transit Machine to write 
them quickly, accurately, economically. 


The Burroughs Numerical Transit 
Machine is especially designed for use 
with the Numerical Transit System. The 
Burroughs Typewriter Transit Machine 
adds, accumulates totals and, in the 
same operation, provides typewritten 
description. 


We shall be glad to assist you in select- 
ing the machine best suited to your plan. 


Call the Burroughs office near you or 
write to 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


When writing to advertisers please mention the American Bankers Association Journal 


11 | 

‘ 

4 

ADDING BOOKKEEPING CALCULATING AND _ BILLING MACHINES 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Your bank’s name on the 


NEW MAGIC CARPET 


Because of the beauty of its design, 
the quality of its engraving, the 
richness of its color tinting and the 
crispness of its paper, the A: B-A 
Cheque in the convenient smaller 
size will undoubtedly meet with 
general approval. 


In their travels throughout the 
world these Cheques, bearing the 
name of your bank, will 
act as constant remind- 
ers to your customers 
of the completeness of 
your banking service ; 
for the name of the 
issuing bank will be re- 


tained as an integral part of A‘ 
Cheques—an exclusive feature. 

No negotiable instrument is more 
completely forgery-proof than the 
forthcoming issue of A: B: A Cheques. 
Modern engraving has established a 
new standard of safety. 

The engravers have keen given as 
much time as was necessary to pro- 

duce an instrument of 
outstanding beauty 
and safety. These new 
smaller-sized 
Cheques will be ready 
for issuance beginning 
with March, 1930. 


A:B:-A CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF AMERICAN BANKERS ASSOCIATION 


When writing to advertisers please mention the American Bankers Association Journal 


February, 1980 


758 
> 
Mes A 
= 
= 


The Future of the Bond Portfolio 


By JOSEPH STAGG LAWRENCE 


Bond Remains Dominant Vehicle of Investment for the Banker 
Despite Progress Made by Stock in Recent Years. Outlook in 


the Bond Market Considered Bright. 


This Class of Security 


Is Expected to Regain Its Importance in Eyes of the Public. 


HE tremendous tide of popular 

favor which swept common stocks 

upward in one of the most spec- 

tacular bull markets in history 
only to precipitate it into a disastrous 
rout led many financial students to be- 
lieve that the junior security was destined 
to displace the bond permanently from 
its traditional position of priority. The 
feeling still persists that the days of the 
bond are numbered in spite of those re- 
cent tragic experiences which emphasized 
as no amount of qualitative analysis can 
the abiding virtues of the bond. 

There is no denying that the common 
stock has made progress. That can be 
granted without necessarily concluding 
that such progress can be made only at 
the expense of the bond or that the en- 
thronement of the common stock signi- 
fies the complete abdication of the bond. 


Blue Chip Stocks 


HE progress of the common stock 

consists of the general perception of 
a fact long appreciated by astute inves- 
tors. It may be said that the cardinal 
objective of recent investment education 
has been to demonstrate that the risks 
attaching to individual common stocks 
can be compensated by proper diversifi- 
cation. Once that risk is so minimized, 
the common stock acquires a security 
which raises it from the speculative 
morass of the past to a dignified place 
beside the bond. On the other hand, as 
soon as the impression of great security 
becomes generally accepted, stock prices 
rise to a level which yields as little or 
less to the investor than bonds. 

Such a condition prevailed prior to the 
recent break. It still holds true for some 
of the blue chip stocks. When that point 
is reached the investor must compare the 
prospective appreciation of the common 
stock with the greater safety, greater 
uniformity and certainty of income, and 
the more continuous opportunity of the 
bondholder to liquidate. 

Where any given investor is reduced to 
a choice between a high grade stock or a 
fraction share of a number of stocks 
through the medium of an investment 
trust on the one hand and a good bond on 
the other, the latter is still a vigorous 
competitor. Particularly is this the case 


A Golden Mean 


ALL the factors that 

“bear upon the long 
time trend of interest rates 
point downward. While pre- 
war investment thought 
underrated the value of the 
common stock, it is equally 
true that the past few 
years have exaggerated it 
in the other direction. The 
stock market appears to 
have exacted its penalty 
for this error in judgment. 
Perhaps we are now des- 
tined to move along that 
golden mean which will 
permit both stocks and 
bonds to play their appro- 
priate parts in the invest- 
ment scheme.” 


when the investor is seeking not merely 
the infinite series of future periodic incre- 
ments which constitute the yield but is 
also providing for the sudden contingency 
which demands liquidation. 


The Dominant Vehicle 


HUS for certain types of investors 

the bond must necessarily remain 
the dominant or sole vehicle of invest- 
ment. This applies with particular force 
to the banker. His demands in relation 
to his liquid assets are enormous. His 
safety is predicated upon a law of aver- 
ages which brings to him daily a series 
of demands for payment which do not 
materially exceed the supply of funds 
offered for deposit. The act of accepting 
a deposit and re-investing it is in the 
nature of a hedging operation. The 
banker sells to a client the right to de- 
mand instant payment of a debit, i.e., the 
acceptance of a deposit. At the same 
time he buys the right to demand pay- 
ment from other clients, i.e., he lends or 
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invests. The weakness in the hedge so 
far as the banker is concerned is that the 
depositor may make a summary demand 
for repayment whereas, with respect to 
the greater number of his own commit- 
ments, the banker enjoys no such com- 
pensating privilege. 

This element of danger the law recog- 
nizes. It compels the banker to provide 
protection in the form of reserves. The 
careful banker usually travels the second 
mile with the law. He not only complies 
with the reserve requirements but cre- 
ates a line of secondary defenses. The 
sine qua non of such defences must be 
safety and instant liquidity with mini- 
mum loss. These are pre-eminently the 
virtues of the bond, and in consequence 
we find a liberal and increasing quantity 
in the portfolios of American bankers. 


Their Final Stronghold 


N the face of the overwhelming exploi- 

tation of the junior security during 
the past four or five years it may be a 
matter of some interest to note that the 
part of the total resources of American 
banks occupied by bonds has increased 
by more than 33 1/3 per cent during the 
past decade. 


Portion of Total Resources of National Banks 
Devoted to Bonds, 1920-1929 


Ratio 
of Bonds and 
Securities 
to Total 
Resources, 
Per Cent 


Total 
Total Bonds and 
Resources Securities 


(In (In 
Millions) Millions) 
$9,574 


The figures reveal the increasing favor 
with which bonds have been regarded by 
the bankers of America. There has been 
a steady increase in the absolute amount 
devoted to securities and in the amount 
allotted relative to other assets—except- 
ing only the last year. During the fiscal 
year ending June 30, 1929, we find a de- 
cline all along the line, in total resources, 
total securities and the proportion of the 
latter to the former. That raises our 
problem. Have bonds succumbed to the 
“march of investment progress”? Are 
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they being dislodged from their final 
stronghold, the banker’s portfolio? 


Victims of Circumstance 


UCH a conclusion would be as hasty 

as it is unfounded. In the first place 
there is the limitation which the law 
places upon any alternative. It defines 
securities eligible for purchase without 
recourse as obligations or evidences of 
indebtedness of individuals, corporations 
or governments. That excludes common 
stocks and limits the choice to bonds and 
debentures, the sole exception being the 
stock of Federal reserve banks. 

In the second place, bonds, during a 
period of some twenty months from Jan- 
uary, 1928, to September, 1929, have been 
the victims of circumstances in no way 
related to their intrinsic qualities as 
media of investment. At the very begin- 
ning of 1928 when Senator LaFollette, 
of Wisconsin, introduced his resolution 
condemning speculation and demanding 
an investigation of brokers’ loans, the 
Federal reserve banks took cognizance of 
the situation prevailing in Wall Street. 
The measures then initiated to curb the 
flow of credit into the stock market are 
a matter of history. They consisted of 
the traditional weapons of central bank 
policy—open market operations and the 
discount rate—and some other steps 
without precedent and marking a distinct 
departure in central bank conduct. 

With the latter we are not here con- 
cerned. The sale of government securi- 
ties by the open market committee of the 
Federal reserve banks forced the member 
banks to discount paper to maintain their 
reserve accounts. At the same time, the 
rediscount rate and the open market bill 
rate were raised with the result that 
rates in the money market mounted. 
There is a surprising correlation between 
the aggregate of member bank redis- 
counts and the open market acceptance 
rates on the one hand and the rate on 
commercial paper and call money on the 
other. Since the tide of rediscounts and 
the rate on acceptances are both deter- 
mined by the Federal reserve banks, it 
follows that the tight money of the past 
two years was largely, if not wholly, the 
consequence of Federal reserve policy. It 
is not pertinent here to discuss the pro- 
priety or the value of that policy. 


A Balmy Year 


HE fact remains that it had an un- 

happy effect on the bond market. 
Assuming equal security, the price of 
bonds is an inverse function of the mar- 
ket rate of interest. Increasing rates 
depress the bond market; declining rates 
stimulate it. This was clearly the case in 
the period under consideration. There 
has been a tendency in some quarters to 
lay the decline in bonds to the absorbing 
lure of the stock market. This view finds 
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no support in a longer study of the move- 
ments of the stock and bond markets. 
Over a long period of years we find that 
stock and bond prices usually move to- 
gether rather than in opposite directions. 
As recent evidence of this we may take 
the year 1927 which was certainly a 
balmy year for stocks and yet one in 
which bonds also flourished. 

The blush of exuberant health which 
rested upon the features of the bond mar- 
ket during 1927 faded out in the next two 
years. Federal reserve policy unwittingly 
created a bear market for bonds and a 
bear market for bonds offers little oppor- 
unity for profit. It was a case of the 
sins of the stock market, if there were 
any, being visited upon the bond market 
to the discomfiture of thousands ‘of bond- 
holders. 

Another opportunity, the direct result 
of the tight money policy of the Federal 
Reserve Board, accentuated the deep 
shadow of the disfavor in which bonds 
moved during this period. We speak of 
the abnormally high rates which pre- 
vailed for call money. From the banker’s 
point of view a call loan is an ideal loan. 
It has instantaneous liquidity and an ex- 
ceptional quality of safety. When we 
superimpose 8 per cent and 9 per cent 
rates upon these attractions, we can 
understand the appeal which call loans 
had for the banker. We can hardly blame 
him for taking funds which normally 
found their way into bonds and placing 
them in call loans. That is why the mar- 
ket for bonds during the spring and sum- 
mer of 1929 was practically dead. 


Flows in Both Directions 


N spite of the dreary days through 
which bonds have passed during the 
past two years, we find upon examina- 
tion that they turned in a very creditable 
investment performance for the banker 
over a three year period. Taking the three 
fiscal years 1927, 1928 and 1929, how the 
average banker’s bond account fare com- 
pared to his loan account is shown in the 
accompanying table. 
An examination of the loan account 
discloses net losses during this period 
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but it may also expand to more than $100. 
This is never the case with a loan. While 
the loan may shrink and sometimes dis- 
appear altogether, there can never be 
any appreciation. The loss in the loan 
account, barring only the mitigation of 
recoveries, remains a net and dead loss. 


An Excellent Showing 


URING our three year period we 
find the loss on the bond account 
amounting to $100,300,000 more than 


. compensated by recoveries, profits in sale 


and appreciation amounting to $171,000,- 
000. For every $100 of dividends and 
interest collected by the banker on his 
investment, he can count on another $7.82 
in the form of profits and appreciation. 
On calculating the rate of earnings, we 
discover that the loan account yields a 
net rate of 5.17 per cent, while the bond 
account yields 4.86 per cent. In view of 
the greater liquidity of the latter account 
and the great strength it imparts to the 
bank’s position, this is an excellent show- 
ing. 

There are limitations, of course, to the 
position which the banker may assign to 
his bonds. They do not have the same 
stimulating effect upon deposits which 
loans have. An expansion of credit within 
the community results in an increase of 
deposits. The borrower himself is ex- 
pected to maintain an account that bears 
a definite relation to his loan. When the 
balance of the loan is expended in the 
community, it is very likely that a portion 
of it will flow back to the bank of origin 
via other depositors. This is true only to 
a limited extent of bonds. The Federal 
Government in its operations usually per- 
mits the proceeds of Treasury notes or 
certificates to remain in the subscribing 
bank until disbursement. If the funds 
are expended locally, which is not so often 
the case, we have effects similar to those 
which follow ordinary loans. 


Stock Market Subdued 


HE dividing line between loans and 
security investments must abide in 
the discerning judgment of the individual 


Earnings Record of Bond and Loan Accounts of National Banks, 1927, 1928, 1929 
(In Millions) 


Interest 


nd Interest and -Profits on 
Securities 


a 
Discount Dividends on 

on Loans Investment 
$767.3 $272.9 


$2,478.5 $904.6 $146.9 


amounting to 8.42 per cent of its earn- 
ings. In other words every time a bank 
earns $100 on its loan account, it must 
set aside $8.42 as a reserve for losses. 
The bond offers a delightful contrast. 
There are losses to be sure and depre- 
ciation, but the current flows in both 
directions. One hundred dollars invested 
in bonds may decline to less than $100, 


Recoveries Recov- 
on Loans eries 
and on 
Discounts Bonds 
$18.9 $8.9 
19.5 7.3 
18.1 7.8 
$56.5 $24.0 


Losses on 

Bonds and 

Securities 
$27.6 


$265.3 


banker. There is no “best” point at all 
times or in all places. As long as the 
banks accept deposits which are repay- 
able in an identical number of dollars, it 
is idle to contemplate the substitution of 
any other form of security for the bond 
and those obligations which fall within 
(Continued on page 814) 


~ 
Losses 
on 
Year Sold Loans 
1928 817.2 311.3 59.3 29.6 
; 1929 894.0 320.4 35.0 86.8 43.5 
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Is your primary reserve 
larger than is necessary? 


EVERY BANK maintains a Primary Reserve, 
consisting of cash and certain very liquid 
investments such as government bonds, call 
loans, bankers’ acceptances, etc., to meet 
deposit withdrawals or loan demands. Since 
the income return from investments in the 
Primary Reserve normally approximates 
the bank’s cost of funds, it is advisable that 
this Reserve be no larger than necessary in 
order that the bank’s income may be as 
large as possible. 
Formost of 1929, Primary Reserve invest- 
ments were available to yield a high income 
return. As a result, many bankers have 
allowed their Primary Reserve to be much 
larger than the needs of the bank dictate. 


Now the income return obtainable on 
Primary Reserve investments has shown a 
definite decline and again approximates the 
cost of funds. There is, therefore, no reason 
why the Primary Reserve should be any 
larger than is necessary. The excess can be 
invested very advantageously in bonds 
which are now very low in price. In this way, 
the bank’s income can be definitely increased. 

We shall be glad to determine with you 
whether your Primary Reserve investments 
can be reduced with safety. We invite you to 
use our facilities which have back of them 
36 years of close association with banking 
problems. An inquiry does not obligate 
you in any way. 


Previous Return 
Present Return 


Cas Due from Banks Govt Securities 4 
$75,000 $500,000 $450,000 §200,0 


RETURN ON PRIMARY RESERVE ASSETS 


The above chart illustrates the Primary 
Reserve position of a mid-western state 
bank. An examination of the bank’s actual 
primary requirements over a five year 
period plus a liberal allowance for unusual 
demands, indicated that the reserve neces- 
sary was $700,000. Because of the high 
rates obtainable in Primary Reserve assets, 
the actual reserve was allowed to increase 
to $1,225,000. The average return on 
these investments amounted to 3.80% 
while the bank’s cost of funds was 2.75%. 


At the present time, because of lower 
interest rates, the income from this Pri- 
mary Reserve averages 2.53% while the 
cost of funds is still 2.75%. The decrease 
in income has been more than $15,000, 
and the funds are employed at an average 
rate below their cost. 


Under the changed conditions, the re- 
serve should be no larger than necessary 
and this bank could advisedly transfer 
more than $500,000 to its Secondary 
Reserve. By so doing, it would increase 
its income substantially without weaken- 
ing its position. 


A.G. Becker & Co. 


Sound Securities for Investment 


54 PINE STREET, NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 
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IRVING 
Trust Company 


NEW YORK 


Statement of Condition, December 31,1929 


RESOURCES 
Cash on Hand and Due from Banks . $271,914,190.52 


Call Loans, Commercial Paper and Loans eligible 
with FederalReserve Bank . . . 172,721, 318.84 


Loans due on demand and within 30 133,0375469.66 
Loansdueafter180days . . . . . 1,815,618.87 


Customers’ Liability for Acceptances (anticipated $3,532,105.41) .  60,743,579.95 
Bonds and Other Securities . . . . 20,738, 366.51 


$865,080. 391.28 
LIABILITIES 


OfficialChecks . . . . . . 76,948,444.28 $660,372,543.58 


Acceptances (including Acceptances to Create Dollar 


Dividend payable January 2,1930. . . . 2,000,000.00 


Surplus and Undivided Profits . 83,740,994.46 1335740,994.46 


$865,980, 391.28 


When writing to advertisers please mention the American Bankers Association Journal 
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Private Capital Seeks the Light 


By H. B. DoRAU 


Record of American Light and Power Enterprises Discloses a 
Rapid Change from Municipal to Private Ownership in Recent 


Years. 


Decline in Cost of Capital Has Been a Big Factor in 


Trend Toward Purchases of Small Plants for Inter-connection. 


OST people are more con- 

vinced than they are informed 

on the subject of municipal 

ownership. In fact, on few 

politico- economic questions is there 

sharper division of opinion. The aver- 

age man, being an absolutist, is in a 

very large way either for or against mu- 
nicipal ownership. 

From the earliest history of the elec- 

tric light and 

power industry 


tain outstanding basic facts about mu- 
nicipal ownership in the electric in- 
dustry. The hope is entertained that this 
discussion, by its very lack of concern 
about the merits of municipal ownership 
as such will, by concentrating attention 
on certain elemental and technical facts, 
create some interest in understanding 
the trends and tendencies in municipal 
ownership and thus make opinionation on 


establishments increased without inter- 
ruption, and after 1909 at a rapid pace. 
In the accompanying chart the number in 
existence each year is recorded and the 
increasing rate of net annual additions 
up to 1922 clearly indicated. Municipal 
ownership grew with the growth of the 
electric industry until it reached a peak 
in 1923 of 3066 instances. After 1923 a 
most striking change occurs. Almost 
without warning 
the steady increase 


down to the very 


of municipally 


present this ques- 


owned establish- 


tion of public 


ments turns into a 


versus private op- 
eration has aroused 
a succession of 
stormy contro- 


MENTS EVER IN EXISTENCE 
TOTAL NUMBER WHICH HAVE 
TO PRIVATE OWNERSHIP 
NET NUMBER IN EXISTENCE 
EACH YEAR 


rapid decrease and 
the curve in the 


chart turns precip- 


versies out of 


which has come a 


substantial litera- 


ture dealing with 


the arguments for 


and the arguments 


against. 


NUMBER OF ESTABL/SHMENTS 


It is not intended 


here to add to the 


already voluminous 


discussion of ad- 


vantages and dis- 


advantages. The 


assumption is that 
municipal owner- 
ship in the electric 
light and power in- 
dustry is an under- 
standable and ex- 
plainable phenome- 
non and that a 
broader understanding of the circum- 
stances under which municipal owner- 
ship has developed, under what condi- 
tions it persists, and what the conditions 
are which cause it to be replaced by 
private ownership, is of value to both 
protagonists and opponents. 

Municipal ownership in the electric 
light and power industry of this country 
achieved much wider acceptance than is 
generally appreciated. Few probably are 
aware that close to 4,000 communities 
in this country have at one time or an- 
other had publicly owned or operated 
electric establishments. 

The purpose here is to set forth cer- 
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Municipally Owned Establishments Which Have Originated; Number Changed 
to Private Ownership; Net Number in Existence by Years 1882-1927 


this subject somewhat more reasonable. 

Answers to such elementary questions 
as where municipal ownership developed, 
how, under what circumstances and 
when, it is believed will contribute ma- 
terially to an understanding of why 
there is municipal ownership in the 
electric industry. The answers to these 
simple questions lead into complicated 
and extended statistical, historical, legal, 
political and technical studies. Obvi- 
ously only a few leading trends and 
ideas can be presented in the space 
available. 

During the forty year period 1882 to 
1922 the number of municipally owned 
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itously downward. 

The decrease in 
these four years 
1924-1927 brought 
the net number in 
existence back to 
the level reached at 
the end of 1916, a 
loss in four years 
equal to the net in- 
crease of the pre- 
ceding eight years. 
In the five years 
1922-1927, 1020 
municipally owned 
establishments 
were sold to pri- 
vate owners or 
abandoned. In the 
entire forty years 
previous to 1922, 
less than half as 
many municipal plants (474) had been 
sold to private operators. Since the end 
of 1927 at least 230 more municipal es- 
tablishments have been sold, making a 
total of 1724 communities in the United 
States which at one time had municipally 
owned electric establishments but no 
longer have them. 


Needed Their Capital 


P to 1928, 85 per cent of all mu- 
U nicipally owned electric plants ever 
established were still in existence. The 
sudden turn in the four years 1923-1927 
made such inroads that at the end of 
1927 only 60.8 per cent of all ever in 
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existence continued as municipal under- 
takings. Recessions since that time 
would indicate that 45 per cent of all 
municipal electric establishments once 
in existence have changed to private 
ownership. 

The various geographic divisions of 
the country afford interesting contrasts 
in the degree of resistance which mu- 
nicipal ownership has offered. In 1927, 
the East South Central States retained 
only one out of every three municipal 
undertakings while New England shows 
over 91 per cent of all communities once 
having had municipal operation still re- 
taining it. 

The shift in recent years from munici- 
pal to private ownership was paralleled 
by a change in the technological char- 
acter of the municipal establishment. 
Influenced by the technical advances of 
recent years in production and trans- 
mission of electricity which incidentally 
have operated to the relative disadvan- 
tage of all small and isolated electric 
éstablishments, whether publicly or pri- 
vately owned municipally owned plants 
have in large numbers ceased generat- 
ing electricity and now purchase from 
private companies serving large areas 
and producing in large central stations. 

At first the trend toward high line con- 
struction and distance transmission 
(1912-1918) appears actually to have 
stimulated an increase in municipally 
owned establishments. The power com- 
panies needed their capital for central 
stations and principal transmission lines. 
Demands for expansion in the large com- 
munities which they already served 
added to the high cost of capital and the 
practical impossibility of getting any 
large amount of capital at that time 
lessened their interest in building or ac- 
quiring small town distribution systems. 
From 1912 to 1928, 43 per cent of the 
municipal establishments originating 
came into being as distributing systems 
purchasing their power with few excep- 
tions from privately owned power com- 
panies. 


Well Under Way 


N 1922, 60 per cent of the municipal 

establishments were _ self-sufficient, 
i.e., generated the electricity which they 
distributed; in 1927 almost 60 per cent 
were purchasing from private power 
companies. In some sections of the 
United States this technological revolu- 
tion has almost been completed; in 
others is just well under way. The sta- 
tistics of the study afford some basis for 
believing that where and when the mu- 
nicipal ownership has adjusted itself 
to the new technology by purchasing in- 
stead of generating, it has developed 
more resistance against the tendency to 
change to private ownership. A_ sub- 
stantial number of one-time municipal 
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establishments, however, have gone 
through an interesting cycle step by step 
from a condition of self sufficiency, to 
purchasing part of their needs, to pur- 
chasing all and then after a time the 
sale of the distribution system to the 
privately owned power company. 

The average municipally owned estab- 
lishment which by 1928 had changed to 
private ownership had been in existence 
11.7 years. Out of the 1494 municipal 
efforts which by 1928 had culminated in 
private ownership, 25 per cent lasted five 
years or less. In general the more recent 
the date of origin of a municipal plant 
the greater the probability of its chang- 
ing to private ownership. 

The decline in the extent and the 
change in character of municipal owner- 
ship in the United States is largely a 
by-product of the technological changes 
which have come over the electric in- 
dustry in recent years. Other factors 
have naturally had a restraining or 
facilitating influence. The technological 
basis for large scale production and wide 
distribution of electricity had been laid 
by 1915. Had not the war and its eco- 
nomic concomitants interfered the re- 
cession in municipal ownership might 
well have taken place earlier. 


A Small Town Phenomenon 


UNICIPAL ownership in the elec- 

tric industry is principally a small 
town phenomenon. Out of the 3,814 
cases recorded 29 per cent originated in 
communities with populations of less than 
500, 55 per cent in communities having 
less than 1,000 population, 70 per cent in 
communities with less than 1,500 popu- 
lation and 80 per cent in communities 
with less than 2,000 population. 

No single explanation of such a large 
scale widespread phenomonon as mu- 
nicipal ownership of electric establish- 
ments can be offered. That the technical 
changes basic to the change of the elec- 
tric industry from a small scale local in- 
dustry to a large scale regional service 
industry is basic is an almost unavoidable 
conclusion. While propaganda may be a 
facilitating device in bringing about 
change, yet had efforts of this character 
been contrary to the requisites of the 
new industrial technology they could 
hardly have had an appreciable influence. 

To take an illustration from the pe- 
riod in which municipal ownership was 
expanding, attention may be called to 
the important part played by the Diesel 
engine. In fact good support can be 
found for the contention that the Diesel 
engine, the high cost of capital to small 
scale electrical undertakings, the poor 
load factor obtainable in small non- 
industrialized communities contributed 
more to the rise of municipal ownership 
than all the propaganda in its favor. 

Similarly it would seem that the steam 
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turbine, distance transmission of elec- 
tricity, an improved domestic demand, 
the result of effective merchandising of 
a wide line of household appliances, and 
the very much lower cost of capital to 
private enterprise when financed on a 
large scale have contributed more to the 
decline of municipal ownership than all 
the much heralded propaganda levied 
against it. 


Willingness to Sell 


MONG legal and political factors 
which have affected the develop- 
ment of municipal ownership, the extent 
and success of the policy of regulating 
privately owned enterprises is, no doubt, 
of first importance. In somé states, 
especially in the earlier years, munici- 
palities lacked authority to engage in 
the electric business and this hindered a 
rapid development of public undertak- 
ings. On the other hand, the rapidity 
with which municipal establishments. 
have been changing to private owner- 
ship in recent years was affected by the 
ease with which a community could dis- 
pose of its establishment, if it so desired. 
With the decline in the cost of capital 
it has been possible. to finance acqui- 
sitions of municipally or privately 
owned isolated establishments and inter- 
connect them, on a basis which offered 
opportunities for profit. 

But not only did the “buyers’” ca- 
pacity and willingness to buy municipal 
establishments rise distinctly after 1920 
but the municipal “owners’” desire and 
willingness to sell had also increased. 
Many communities needed or thought 
they needed other things more than a 
municipally owned electric establishment. 
Their wants were for paved streets, new 
schools, war memorials, municipal build- 
ings and auditoriums, but with no in- 
creases in taxes or in the bonded debt. 
Not infrequently large added invest- 
ments would soon be needed in the water 
and electric establishments, because of 
larger demands for service or the needed 
replacement of worn out or obsolete 
equipment. 


A Foregone Conclusion 


HAT during the years following 
1923 an ever increasing number of 
buyers’ and sellers’ minds should meet 
seems almost a foregone conclusion 
when the circumstances are understood. 
The industrial revolution in the elec- 
tric industry has removed the technical 
and economic basis for small scale local 
production of electricity. Small scale 
privately owned establishments as well 
as those publicly owned are disappearing 
before the operation of these forces 
which have and still are operating to 
rearrange the electric industry of the 
country on a regional basis. 


t 
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Meremasi for fifty years 


eu AND ERBE MFG. CO. has served faithfully the banks of the country, 
anticipating their requirements. This service has been rendered so well 
that today the ‘‘Yand E” trade-mark means assured service. . . instant, 
intelligent and efficient service. 

Your needs in equipment, as well versant with bank requirements. 
as systems and supplies, can be filled Most “Y and E” Men who serve 
with stock items from the “Yand E” banks have had ten years of actual 
line. Send for a catalog or telephone bank training. Therefore, they are 
usand let your“‘Yand E’’Represent- familiar with your problem and can 
ative submit suggestions. serve you better. Use the 

The “Y and E” Man coupon today — without 
who calls on you is con- e” any obligation. 


Use this Use this 


coupon YAWMAN AND FRBE MFe. (0. coupon 
285 Jay Street Rochester, N. Y. 


DEVISORS OF BETTER BANK SYSTEMS AND EQUIPMENT 


C] Please send “Y and E” Equipment Catalog. 
C] Kindly have trained representative call. 


When writing to advertisers please mention the American Bankers Association Journal 
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S.. interviews between depositors and their 


bankers are becoming more frequent. Recent 
events have created a far more receptive mood 
for conservative investment. Investors are buy- 
ing for income and for safety of principal. Now 
is an exceptionally opportune time to expand 
bond sales. 

Of course, construction of an attractive, rap- 
idly moving offering list involves a problem quite 
different from that of selecting bonds for a bank's 
own reserves. Customers vary greatly in their in- 
vestment needs and offerings must be well diver- 


sified to meet them. 


The simplest solution is close co-operation 
between the bank and an established invest- 
ment house which has consistently maintained 
a conservative investment viewpoint. This as- 
sures an ample supply of good bonds enjoy- 
ing wide public acceptance. These are factors 
which make for rapid turnover and satisfactory 
profit in the operation of an investment sales 
department. 

Halsey, Stuart & Co. will be glad to consult with 
banks which are taking advantage of the present 
strategic moment to meet the requirements of 
their customers. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle Street 


NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 


Every Wednesday evening... 
Increase your knowledge of 
sound investment by listening 
to the Old Counsellor on the 
Halsey, Stuart & Co. Program. 


THE PROGRAM 
THAT DOES MORE 
THAN 
ENTERTAIN 


B ON D § T O F | 


Broadcast over a Coast 
to Coast network of 37 
stations associated with 
the National Broadcast- 
ing Co. Orchestral music. 


9 P.M. Eastern Standard Time 
8 P.M. Central Standard Time 
7 P. M. Mountain Standard Time 


6 P. M. Pacific Standard Time 


T H E N V E S$ TO R 
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The Power of Permissive 
Rediscounting 


By W. M. KIPLINGER 


Extent of Federal Reserve Authority to Limit Rediscounting 
Arbitrarily Is Not Generally Recognized, as Past Policy Has 


Been More Like An Iron Hand Within a Velvet Glove Than the 
Exercise of Absolute Power in Granting or Refusing Credit. 


T is a rule of human conduct that 

a practice may persist for years 

without pinching and without ques- 

tion, but that when it finally 
pinches there is a rush to discover by 
what authority the practice has pre- 
vailed. 

It is so with the practice of Federal 
reserve banks in using discretion when 
rediscounting commercial paper for 
member banks. Ever since the system 
was established the reserve banks have 
assumed that they had legal authority 
to rediscount or not to rediscount for 
any member banks, even when the paper 
presented was entirely eligible under all 
the rules. 


Between the Lines 


ISCRETION has been used. Re- 

discounts have been refused, al- 
though a better word is “discouraged.” 
Examples are. numerous, so numerous 
that it is difficult to pick them out for 
specification. Any officer of any Federal 
reserve bank can remember scores of 
times when he has talked a member bank 
out of a rediscounting transaction for 
one reason or another. The authority 
to do this was established and almost 
forgotten, and the discretionary power 
was not an issue. 

Along came a wild stock market, and 
the Federal Reserve Board issued a 
cautious and guarded statement which 
became known as the “warning” of 
February 6, 1929. The truth is that it 
did not say much, except between the 
lines. One thing it did say, however, 
was this: 


“A member bank is not within its rea- 
sonable claims for rediscount facilities at 
its Federal reserve bank when it bor- 
rows either for the purpose of making 
speculative loans or for the purpose of 
maintaining speculative loans.”’ 

Between the lines was read an in- 
struction or suggestion from the Federal 
Reserve Board to the Federal reserve 
banks to refuse to rediscount perfectly 
suitable commercial paper offered by 
banks about whose soundness there was 
not the slightest question, but which 


might be lending more on securities than 


At Full Speed 


UST as troops in the 

late world conflict spoke 
of the “next war,” so do 
many people speak of the 
next bull market. Just as 
each war has produced new 
engines of destruction so 
has each clash between the 
reserve system and the se- 
curity markets developed 
new technique in credit 
control. This article de- 
scribes some credit control 
machinery that has never 
yet been made to work at 
full speed. 
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the reserve bank thought they should 
lend, in justice to their commercial bor- 
rowers and the community credit situ- 
ation. “This is not in harmony with 
the intent of the Federal Reserve Act,” 
said the board, “nor is it conducive to 
the wholesome operation of the banking 
and credit system of the country.” 


The Rumbles Persist 


HEREUPON the stock market took 
T: tumble, and wails arose, and the 
number of those who asked “by what 
authority is this done” was legion. There 
were charges that the reserve banks, 
if they refused to rediscount proper 
eligible paper, would exceed their au- 
thority. The officials were amazed to 
discover that their authority was ques- 
tioned. There was a crash of con- 
troversy which has now died down to 
low rumbles, but the rumbles persist be- 
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cause there is a lurking fear that Ied- 
eral reserve authorities will “use too 
much discretion” in the rediscounting 
power during this year, if the stock 
market starts another burst of speed 
and repeats, even in lesser degree, last 
year’s performance of using what the 
authorities believed to be an excessive 
proportion of the nation’s credit supply. 

3efore proceeding to the question of 
whether reserve banks have or have not 
the privilege of being “choicy” as be- 
tween their member bank customers on 
offerings for rediscount, let it be said 
that there is absolutely no current in- 
dication that the reserve banks plan or 
expect to make drastic use of their dis- 
cretionary power in the event that there 
is another stock market boom. There 
is no evidence of intention to use the 
power any more or any less than in the 
past. 

Still, the question of authority re- 
mains, and turns on the little word may. 
The Federal Reserve Act, Sec. 13, says: 


_“* * * any Federal reserve bank may 
discount notes, drafts, and bills of ex- 
change arising out of actual commercial 
transactions * * *” 

Sec. 13a says: 

“* * * any Federal reserve bank may 
* * * discount notes, drafts and bills of 
exchange issued or drawn for an agri- 
cultural purpose * * *” 


That “may” does not mean “shall” or 
a mandatory “must” will be shown here- 
after. 


Room for Wiggling 


HERE is another pertinent para- 
graph in the Federal Reserve Act, 
under Sec. 4, relating to the powers of 
the boards of directors of the reserve 
banks. A board of directors: 
“shall administer the affairs of said bank 
fairly and impartially and without dis- 


crimination in favor of or against any 
member bank, * * *” 


Thus it is made clear that if any 
member bank is to be refused the re- 
discounting privilege it shall be for 
reasons other than partiality or dis- 
crimination, however these may be inter- 
preted. But the same sentence goes on 
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to specify that a board of directors of 
a Federal reserve bank; 

“shall * * * extend to each member bank 
such discounts, advancements and ac- 
commodations as may be safely and rea- 
sonably made with due regard for the 
claims and demands of other member 
banks.” 

There is room here for wiggling or 
interpretation. This provision was 
written into the law originally to ap- 
pease an element of Congress which 
feared the word may, as set forth above 
and preferred shall. It was a statutory 
gesture, as the parliamentary debates 
of the time show. 


Many Early Rulings 


T is interesting to see how far back 

the Federal Reserve Board settled in 
its own mind that reserve banks had 
discretionary authority on rediscounts. 
There were many early rulings, and one 
in 1920 is a random example: 

“* * * even though a bill or note may 
technically be eligible for rediscount, a 

ederal reserve bank is under no obliga- 
tion to rediscount it, but may accept it 
or refuse it, in the exercise of its dis- 
cretionary power.” 

The question came before the United 
States Supreme Court in 1923, in the 
case of the Farmers and Merchants Na- 
tional Bank of Monroe, N. C., vs. the 
Federal Reserve Bank of Richmond 
(262 U. S. 649, 662). The Supreme 
Court, discussing the Federal Reserve 
Act, said: 

“* * * It is true that in statutes the 
word ‘may’ is sometimes construed as 
‘shall.’ But that is where the context, or 
the subject-matter, compels such con- 
struction. * * * Here it does not. This 
statute appears to have been drawn with 
great care. Throughout the act the dis- 
tinction is clearly made between what 
the Board and the reserve banks ‘shall’ 
do and what they ‘may’ do.” 

There is another very recent decision 
of the United States Circuit Court of 
Appeals for the Second District, ren- 
dered on July 15, 1929, in the case of 
Frank G. Raichle vs. the Federal Re- 
serve Bank of New York, (34 F. 2d., 
910). The Court, referring to the re- 
serve bank, said: 

“It is important to note that it is not 
under any compulsion to rediscount eli- 
gible paper, for the words of the Act in 


respect to rediscounting are wholly per- 
missive.” 


The Court cited the key word may. 


At More Than Face Value 


ESPITE these cumulative supports 

for the permissive policy, there 
are still those who are fearful of the 
opportunity which reserve banks have 
of applying the option too strictly, to 
the detriment of some member bank. 
The answer is that the Federal Reserve 
System has many kinds of broad powers 
which are exercised with great dis- 
cretion. The reserve board in Wash- 
ington could turn the credit mechanism 
of the country topsy-turvy if it chose. 
It does not choose to do so. It could 
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not “get away” with the exercise of 
more than a small part of the legal 
power which it actually has. 

This is also true in a sense of the re- 
serve banks “refusing” to rediscount 
eligible paper. ‘They do not actually re- 
fuse, they do not say “No.” The rela- 
tions between reserve banks and member 
banks are such that a discouraging line 
of talk by an officer of the reserve bank 
is accepted at more than face value by 
the member bank, which takes the hint 
and makes unnecessary a summary re- 
fusal. Reserve banks probably would find 
it neither necessary nor expedient to en- 
gage in any drastic program of refusing 
to rediscount eligible paper. 

This whole question of permissive 
powers in rediscounting is of but little 
public importance, at least from a gen- 
eral credit standpoint. The board con- 
siders this power “in the nature of bank- 
ing supervision,” a measure for promot- 
ing the soundness of member banks. It 
is “banking policy” as _ distinguished 
from “credit policy,” and it is the latter 
“credit policy” which would be employed 
in any future effort to exercise control 
over the indirect use of Federal reserve 
credit in the stock market, for which 
Federal reserve credit is not intended to 
be used under the specific terms of the 
act. 


Admittedly Ineffective 


HE thing called “banking policy,” 

which covers permissive rediscount- 
ing, is admitted by the Federal Reserve 
Board to be ineffective in dealing with 
broad credit conditions. In the last an- 
nual report issued about a year ago, the 
Board said: 

“Banking policy ordinarily has but 
limited effect on credit conditions as a 
whole, because no class of borrowers is 
confined for accommodation to any single 
bank or group of banks, and because of 
the general mobility of bank credit. 
When one member bank, for example, on 
its own initiative or at the instance of 
the reserve bank, repays its indebtedness 
to the reserve bank by withdrawing 
funds lent on the stock exchange, the 
effect may be to cause the borrower to 
seek accommodation at another bank, 
member or non-member, that is not in- 
debted to the reserve bank. For the sake 
of meeting the demand thus transferred 
without borrowing at the reserve bank, 
the bank to which the borrower applies 
may borrow from a member bank, which 
in turn may borrow from the reserve 
bank. As the result of this series of 
transactions there would be no reduction 
in security loans or in borrowings at the 
reserve bank. 

“The importance of banking policy 
lies in promoting the soundness of mem- 
ber banks, and cooperation of these 
banks with the Federal Reserve System 
in carrying out banking policy is essen- 
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tial to the maintenance of sound banking 
conditions. For influencing general 
credit conditions, however, the Federal 
Reserve System relies on credit policy 
rather than on banking policy.” 


Essentially Impersonal 


HE board’s report of a year ago 

then goes on to explain credit policy 
in terms which apply to the present and 
to the future. It says: 

“Credit policy is essentially impersonal 
and finds expression chiefly through the 
influence that the Federal Reserve Sys- 
tem may exert on the volume and cost of 
bank credit through its policy of sales 
or purchases in the open market and 
through discount rates on member-bank 
borrowings and buying rates on accept- 
ances. In determining upon credit policy 
the Federal Reserve System is always 
under the necessity of balancing the ad- 
vantages and disadvantages that are 
likely to follow a given course of action. 
Low money rates may have a favorable 
effect on domestic business, but at the 
same time may stimulate speculation in 
securities, commodities, or real estate. 
High money rates, on the other hand, 
may exert a moderating influence on 
speculation, but at the same time may 
result in a higher cost of credit to all 
lines of business, and thus be detrimental 
to commerce and industry; ultimately 
they may draw gold from abroad, which 
would tend to ease the domestic situa- 
tion. 

“It is impossible to foresee all the ef- 
fects of a credit policy and difficult to 
appraise them even after they have de- 
veloped. It is certain, however, that the 
Federal Reserve System must steer its 
course with reference to broader develop- 
ments and longer time objectives than 
day-to-day or month-to-month changes 
in any particular line of credit. Prin- 
cipal among such objectives are the con- 
tinuous provision of credit at reasonable 
cost in amounts adequate for the re- 
quirements of trade and industry and 
the safeguarding of our gold reserves, 
which are held in trust to meet future 
needs, against unduly rapid absorption 
through expansion of credit.” 


No Unvarying Course 


EDERAL reserve credit policy for 

the immediate future cannot be fore- 
told because the authorities themselves 
do not know precisely what it will be. 
They steer from week to week, they do 
not fix an unvarying course for a six 
months’ trip. The authorities would like 
to have money plentiful for all lines of 
commerce, industry and_ agriculture. 
They would like to see rates “reason- 
able.” Except in New York credit is not 
now considered either any too abundant 
or as cheap as the authorities would like 
to have it. Credit may be fluid but the 

(Continued on page 818) 
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An Obligation . » « LHE enviable name for 
fair dealing and sound counsel enjoyed by our prede~ 
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reputation. Public confidence is enlisted and main- 
tained only by consistent performance. Such confidence 


reposed in this institution is well founded. 
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Flank Attacks in Foreign Trade 


By JAMES LA SALLE BROWN 


Serious Loss to Business and Good Will May Result from the 
Failure to Obtain Trade Mark and Patent Protection Abroad. 
Commercial Pirates in Foreign Countries Are Quick to Grasp 
Opportunities for Infringing on American Labels and Names. 


OMPETITION in foreign com- 

merce is as much in the nature 

of things as salt in the ocean. 

Nevertheless there are forms of 
competition, cropping up unexpectedly 
like flank attacks, which all too frequent- 
ly occasion needless loss and _ dis- 
comfiture. 

Foreign commerce has always been a 
bulwark of American prosperity. Year 
by year there has been a steady growth 
in the movement of goods from the 
the United States to the markets of the 
world. But this increase in the coun- 
try’s export trade, particularly in the 
past decade has faced the constant com- 
petition of foreign manufacturers. There 
has also been a growing tendency abroad 
to imitate American products. 


Miles from Home 


HIS form of unfair business prac- 

tice has not only evidenced itself in 
the finished or manufactured article but 
particularly in its identifying label or 
trade mark. The mere fact that a trade 
mark label or patented invention is 
protected in the United States will not 
insure similar guarantees abroad unless 
certain formalities of foreign laws are 
complied with promptly. 

There are certain commodities in this 
country which can attribute their growth 
in popularity to their identifying name 
or trade mark. A _ well known soft 
drink which has a large sale in this 
country and also abroad would be the 
same beverage under another coined 
word, but I venture to say that if it 
were given another name today its sales 
would fall off materially. It would take 
much advertising and no little expense 
to convince the consumer that he was 
receiving the same product though only 
under a new name. 

If our American consumer insists on 
certain identified products and has come 
to know those products more by their 
distinctive marks or labels than by the 
name of their manufacturer, it can be 
seen then this is especially true of the 
foreign consumer whose only means to 
call for the products he desires is by 
its distinctive trade name. 

We know there is a good deal of 
imitation of American trade marks and 


Selling Overseas 


INCE the stock market 

went off last fall, re- 
newed attention has been 
given foreign commerce as 
one of the important cogs 
in the domestic industrial 
machine. Here are de- 
scribed some features of 
selling in foreign markets 
that are too often over- 
looked both by the exporter 
and by the banker inter- 
ested in this type of busi- 
ness but which come under 
the head of easily prevent- 
able losses. The less of 
them there are the more 
will be the returns from 
shipping overseas. 


labels here in our own country, and we 
cannot say that we are entirely exempt 
from this unfair business practice. 
However, it is not so difficult a task to 
catch up and prosecute such infringers 
when they are under our eyes as it is 
abroad, many miles from the home of 
the original product. The foreign in- 
fringer or pirate as he is often called, 
can ply his trade unnoticed for a long 
time and often when he has established 
his line under the infringing or imitative 
mark it is too late to stop his use of such 
means of identifying his goods. 


Liable to Confiscation 


HEN a trade mark is protected 
W according to the laws of the 
country in which it is being used 
in commerce, the problem of han- 
dling the infringer is not so difficult, 
for, the laws of most foreign countries 
provide a remedy in such cases. But 
what would be the effect of such in- 
fringing or imitating marks should the 
owner of the original mark fail to pro- 
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tect his rights according to the precepts 
of the foreign law? A reference to the 
rights acquired and penalties prescribed 
by the law of the foreign country may 
disclose the fact that not only may the 
American exporter be prevented from 
further use of his mark on goods sold in 
that country, but his goods already 
there which bear such marks are liable 
to confiscation and he may be subject to 
damage suits and other litigation. 

In Argentina a trade mark which is 
not registered in that country does not, 
in the eyes of the law, exist. The owner 
of an unregistered mark can bring no 
action for infringement. On the con- 
trary he who first registers a mark has 
the right to its exclusive use and may 
have recourse to the courts to sus- 
tain that right. He may also have 
goods bearing identical or infring- 
ing marks confiscated and_ refused 
admission through the customs houses. 
The instance of the twenty odd trade 
marks of well known radios, registered 
by an unauthorized person a little over 
a year ago in that country, bears out 
this contention. 


Quick to Grasp 


HE foreign infringer is not un- 

mindful of the method by which 
exclusive rights to the use of marks of 
commerce and industry are provided for 
in his laws and he is quick to grasp his 
opportunity. 

It is not only the competitor, however, 
who obtains these exclusive rights, but 
also others who obtain them with the 
express purpose in view of holding up 
the American exporter for an _ ex- 
orbitant sum to obtain the transfer or 
assignment of the mark. The writer 
knows of several such instances. In one 
case a well known automobile manufac- 
turing concern had either the choice of 
paying $3,000 for its own mark, which 
another had registered, and for which 
it could have originally obtained the ex- 
clusive right by registration for the sum 
of $100 had it been vigilant, or else 
adopt a new mark. It chose the latter 
course and ere long was again in diffi- 
culties over this new mark. 

The planes of a certain air line were 
about to be equipped with radio ap- 
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paratus, certain parts of which had not 
been patented in those countries over 
which the planes were required to fly. 
The question arose as to the consequent 
liability, to the holders in those coun- 
tries of patents for similar parts of 
these radios. In arriving at a solution 
of this problem more than the patent 
laws of those countries would have to 
be considered. Reference must neces- 
sarily be made to the general property 
laws of the country, as well as the usual 
custom in such matters. 

Here we have a very unique problem 
and no doubt there is no precedent by 
which to be guided. It is quite probable 
that this difficulty would not have arisen 
had the American firm obtained pro- 
tection, in those countries, of its basic 
patents. This illustrates the point that 
holders of useful discoveries in industry 
should be alert in applying for patents 
abroad. 


Time Is Important 


HE statistics of the patent and trade 

mark offices in those countries to 
which we ship most of our exports, in- 
dicate that American manufacturers are 
now giving more attention to foreign 
patent protection than they had hereto- 
fore. This is no doubt due to the great 
expansion of these markets in recent 
years. The important point, however, 
which must be borne in mind is that time 
is a most important factor especially 
with regard to making application for 
foreign patents. 

In a Scandinavian country not long 
ago a local distributor of a very well 
known American household soap regis- 
tered the trade mark of the American 
firm. It seems that he had previously 
requested from the London agent of the 


American firm, who covered the entire’ 


territory, some assistance in advertising 
the product. He claims that in register- 
ing the mark he did so to protect his 
future sales lest perhaps a competitor 
register it and prevent its use in that 
country. He wants to do business direct 
with the American firm and is willing 
to transfer his trade mark rights pro- 
vided he is reimbursed for necessary ex- 
penses in obtaining registration and no 
doubt for the cost to him of unauthorized 
advertising. He may make further 
stipulations before the matter is settled. 


Shanghai Music 


HAT this form of unfair business 
d pote. is not confined to industrial 
property may be seen when we look into 
similar acts relative to intellectual prop- 
erty rights. 

Catalogs, pictures, engravings, books 
and music should be protected under the 
laws of foreign countries in which these 
are distributed or sold. 

Certain music stores of Shanghai are 
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selling copies of well known American 
popular music which have been trans- 
lated into Chinese. If the authors and 
publishers of this music here in the 
United States have not effected pro- 
tection in China, there will be little 
opportunity to stop the publication and 
sale of this music by the infringers in 
that country. 

There is still another type of person 
who registers (without authority) the 
mark of another and that is the foreign 
agent or representative. Sometimes his 
motives are the best and his obtaining 
registration is for the sole purpose of 
protecting his principal. More often, 
however, he registers the mark to insure 
his retention of the agency. It is poor 
policy to permit a registration to stand 
in the name of a foreign agent or repre- 
sentative regardless of his good business 
relations with his principal, unless there 
is some agreement for the transfer of 
the mark at the option of the latter. 


Novelty Requirements 


ENERALLY speaking the trade 

mark laws of foreign countries 
may be divided into two groups. In 
the one the exclusive right to the use 
of a mark is afforded on a common law 
basis, that is, the first user of a mark 
is entitled to its exclusive use. In the 
other, exclusive trade mark rights are 
acquired by registration only, though in 
a few of these the rights of a prior user 
are recognized for a limited period of 
time and such prior user may have set 
aside an infringing registration, usually 
by court action only, upon proof of prior 
use before the opposition period has 
lapsed. 

Most foreign countries have laws for 
the protection of trade marks, useful 
inventions and discoveries, and_ intel- 
lectual property. The latter is com- 
prehended in copyright laws. 

Patent protection is granted for in- 
ventions, industrial processes, models, 
and designs. It is very important to 
obtain such protection abroad especially 
if foreign manufacturers can economic- 
ally compete with the American product, 
in the particular market. The paient 
laws of most countries abroad have 
strict provisions regarding the time in 
which patent must be applied for. These 
are usually referred to as novelty re- 
quirements. These laws also provide a 
time limit after which the holder of the 
patent must begin working or manufac- 
turing his product within the particular 
country. 


International Conventions 


HERE are certain’ international 
conventions for the protection of 
industrial property by which citizens of 
member countries are accorded the same 
rights under the laws of a member coun- 


February, 1930 


try as are granted to nationals of that 
country. 

Some of these conventions comprehend 
not only patent and trade mark pro- 
tection, but also afford remedies against 
unfair competition. 

However, persons claiming rights 
under these conventions must comply, in 
the main, with the provision of the laws 
of the country in which he seeks pro- 
tection. The exception being usually the 
extension of time to file applications for 
patents and trade marks and in which to 
begin working or manufacturing a 
patent. 

Among the conventions is that signed 
at Paris in 1883 which was revised at 
Brussels in 1900, in Washington in 1911, 
and at the Hague in 1925. The United 
States is a member of this convention 
though it has not as yet ratified the 1925 
or Hague Convention. The United 
States is also a member of the Buenos 
Aires Convention of 1910, the Santiago, 
Chile, Convention of 1923, but has not 
as yet ratified the Inter-American Con- 
vention signed at Washington in Feb- 
ruary, 1929. 


Good Will Value Is Great 


N addition to these international con- 
ventions there are bilateral treaties 

between countries establishing certain 
reciprocal rights in industrial property 
as well as copyright matters. The 
United States has entered into such 
treaties with several countries. 

The good will value in trade marks 
and patents is enormous to say nothing 
of their value as an advertising medium 
in extending trade. 

Only an owner can estimate something 
of their trade value. When we consider 
these matters in connection with our 
existing foreign markets, and in our 
programmes of expansion it will be seen 
that the necessity of being duly vigilant 
in giving proper consideration to this 
important factor in foreign trade is im- 
perative. _The fact that an existing or 
potential market would not seem to war- 
rant such consideration does not altex 
the situation. Many of our best markets 
abroad not so many years ago were not 
considered of sufficient importance to 
warrant this consideration at the time 
of establishing those markets. To con- 
tinue to hold that view would be most 
unwise in view of the tendency abroad 
to profit by the good will we have estab- 
lished and which we must lose, at least 
to some degree, if we do not protect 
abroad our patents, and trade marks. 


Latin-American Issues Decline 


Latin-American government issues 
officially guaranteed in the United 
States declined to only $66,040,000 in 
1929 from a record total of $344,598,000 
in 1928. 
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Mloody’s Tnvestors Service 


will present a new service for banks 
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You know 
these 3 men 


Among your depositors are Smith, Brown or perhaps Jones. 
All are good moral risks. Each has average to excellent 
ability. None has any particular mechanical experience. 


MITH ought to be in business for himself. He has $7,500 
to $10,000 capital, or backing. He could be making 
around $100 per week . . . . anda future. 


ROWN’S accessory store or garage is falling off lately, 

because, nowadays, the new cars are completely 
equipped and better built. He needs a dependable side line 
which will soon be his main line. Surely he could swing a 
credit of $15,000 to $20,000 when it would add $10,000 to 
$15,000 a year to his profits. 


ND even Jones. Suppose he has retired, or has other 
interests. He could put $40,000 to $50,000 into a safe 
business, oversee the management if he desired, and earn 


$25,000 to $35,000 a year on his investment. 


Jones, Brown or Smith would welcome a friendly word of 
counsel from his banker that might turn the tide of his affairs. 


Tell him to think over the modern money-making business of 
oil heating. Or, as a friendlier action, write us a few words 
about him and his name and address. Do him this favor today. 


Oil for heating is established. 
This better, cleaner way will 
exist as long as gasoline is 
made. 


hes The Winslow Boiler and Engineering Company, 844 Rush 


definite cash value in many 
cities. It has proved a sure 


te of Street, Chicago, New York and Galesburg, Illinois—makers 
dealers, la: d Il, duri 

sight of steady of KLEEN-HEET. 

The Winslow organization is 

national in scope. It is amply 

and soundly financed; its prod- 


ucts a standard in the heating 
profession. 
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Future of the Independent 
Country Bank 


By M. PLIN BEEBE 


President, Bank of Ipswich, Ipswich, S. D. 


Banking Progress and Prosperity, Despite Poor Crops Running 


Contrary to the Trend of Statistical Statements Regarding Small 


Country Institutions. 


BANKER whose name is synony- 
mous with branch banking and 
whose brilliant ascent of the 
financia] ladder presents one of 

the most spectacular examples in the 
annals of this banking decade said, with 
startling clarity six years ago, “The day 
of the small banker is passing. * * * 
The business success of the country can 
no longer depend upon the small scat- 
tering banks with widely separated basis 
of operation. * * *” A southern banker 
whose career has also been outstanding 
acclaims that “the country bank stands 
at the crossroads. It must choose better 
banking or slow death.” 

Both of these men came up from the 
ranks and their lives are rich, as gradu- 
ates from the “college of experience,” 
which teaches without text and traveis 
without a set compass. The former could 
see only branch banking. Theoretically 
he may be correct. One plus one makes 
two, but one nigger plus one watermelon 
does not make two niggers or two water- 
melons. The latter is correct in his as- 
sumption, but the millennium will come 
before “better banking” will be a perfect 
science. If it does a banker will be in 
the same position as the factory hand 
pulling the lever of a bolt machine. The 
statements of both of these bankers 
should be given serious consideration 
with the usual lawyer’s exceptions. 


Not Fault of the Banker 


OW, this article is written with the 

simon-pure independent country 
bank in mind, located in towns of 2500 or 
less. What is its future? Certain funda- 
mentals must first be considered. It is 
to be admitted that the mortality among 
banks in general has been slight if a fifty 
year period be considered, but the loss 
numerically has been appalling in the 
past decade among these smaller banks 
which, being easily launched, naturally 
were most numerous. The loss was more 
intense in those states which were wholly 
agricultural. They underwent drastic re- 
trenchment from the postwar deflation, 
as agriculture was without a Congres- 


sional stabilizer which other industries 
enjoyed. Furthermore, in the last 25 
years we have seen the last vestige of 
our frontiers disappear. Vast areas into 
which could be dropped some of the At- 
lantic Seaboard States have been opened 
to settlement with all the vicissitudes 
which accompany the development of a 
new country. They were not fortified 
with the wealth and experience of three 
centuries. These areas and those with 
but a 50 or 60 years of development be- 
hind them were not able to withstand the 
setbacks which came at the close of the 
late war. It was no fault of the bank or 
the banker but simply conditions which 
cannot be charged to any single factor. 
If the whole agricultural industry had 
not broken down, our country bank would 
not be a subject for criticism. Astound- 
ing statistics are being offered to show 
that the average country bank is not 
making money. My limited experience 
has been quite to the contrary, possibly 
due to the fact that 1 believe a bank 
should pay an income tax and not avoid 
it through the payment of salaries and 
other expenses, and also, that all profits 
should be strictly bank affairs and not 
perquisites for those in charge. With a 
bank of $25,000 capital, $100 per month 
added to an officer’s salary makes a dif- 
ference between no dividend and one of 5 
per cent, or a 10 per cent discount on a 
$5,000 real estate mortgage means a 2 
per cent dividend. 


Adding More Daily 


N the Pacific Coast where branch 

banking has been most developed 
and from which section the group bank 
holding plan first received nation-wide 
notice, the country banker seems to be 
holding his own. Traveling eastward one 
meets certain groups and chains but none 
are making any phenomenal headway in 
putting the country bank out of business. 
In the Twin Cities there are two power- 
ful, friendly groups, one staying strictly 
within the limits of the Ninth Federal 
Reserve District and the other reaching 
far beyond. This is a section where the 
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As Essential to the Community as the 
Church. Earnings Should Go to the Bank, Instead of to Officers. 


country banker is wondering what his 
immediate future will be with these 
groups controlling close to 200 banks and 
adding more daily. Continuing eastward 
to the Alleghany Mountains there are 
other groups with none showing any 
signs of blood relation to the alleged 
octopus. Of course, everywhere there are 
found mergers and consolidations of city 
banks which would lead the country 
banker to observe that all the arguments 
against independent banks are not appli- 
cable alone to small country banks. 


It Has a Future 


HAT is the future of the indepen- 

dent country bank? One author- 
ity says it is passing out of the picture. 
Another has it at the crossroad, but do 
not the facts warrant us in believing that 
the independent country bank has a 
future? The country bank is as essen- 
tial to a community in a business way as 
a church is to its spiritual needs. The 
independent country bank is an integral 
part of our American system of business 
and the only thing that will eradicate it 
will be the attempt of master minds to 
continentalize our people in body, mind 
and thought. This is so utterly repug- 
nant to our American code that it can 
be dismissed with scant consideration. Of 
course, as long as the country banker 
acts like a scared rabbit and rushes pell- 
mell to the nearest bancorporation and 
asks what they please—with emphasis 
on the please—to swap stock, or who sees 
in every bond salesman or city bank rep- 
resentative an undercover man out scout- 
ing for banks to buy, there is not much 
hope for him. One bancorporation re- 
cently had a list of 200 banks which had 
been offered to it. Common sense tells 
the banking world that those banks are 
most definitely on a real waiting list. 
Their value as an asset to the bancorpo- 
ration can await a more convenient sea- 
son. 

With the advent of the chain stores, 
good roads and automobiles there were 
concrete signs that business was slipping 

(Continued on page 816) 
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The Canadian Credit Situation 


By C. W. SHORT 


The Canadian Bank of Commerce, Toronto 


Developments Across the Northern Border Which Affect World 
Economy. She Has Spent $910,000,000 in the United States Dur- 
ing the Last Twelve Months. With Marked Increases in Her 
Purchases of Iron, Steel and Cotton. Big Annual Banking Event. 


HE attention of the civilized 

world has recently been centered 

on the credit situation in the 

two major economic areas, Eur- 
ope and the United States, with its in- 
fluence on trade and speculation. Out- 
side these two areas, however, are to be 
found some developments affecting world 
economy, and those in Canada should be 
of more than passing interest to the 
United States, which rightly expects con- 
tinued soundness in its investment of 
more than $3,500,000,000 in Canadian 
securities and enterprise. Furthermore, 
the United States finds its best foreign 
market just over its northern border and 
an unbalanced credit structure in Canada 
would be reflected in the latter’s demand 
for American products. 


Canada’s Purchases Here 


HIS demand in the past twelve 
months has meant that Canada has 
spent about $910,000,000 in the United 
States and that sum may be taken as 
Canada’s contribution to American pros- 
perity. But carrying the analysis be- 
yond general imports, it may be men- 
tioned that American steel mills provide 
the greater part of the structural metal 
required in Canadian buildings; that 
Canada depends on the United States 
for practically all the raw cotton re- 
quired for her fairly large textile in- 
dustry and buys in American primary 
markets much of the rubber and silk 
she needs; and that almost every high- 
priced automobile (and there are many) 
to be seen in Canada is of American 
manufacture. Taking these few prod- 
ucts as examples for comparison, Can- 
adian imports of American iron and 
steel increased in the last twelve months 
by 22 per cent over the preceding period, 
and the value of cotton by about $2,- 
000,000. The student of Canadian econ- 
omy would regard the imports of these 
products as indications of great activity 
in construction and manufacture. 
Extending the analysis to another field 
in which the United States is at present 
keenly interested: If Canadian wheat 
had been sold as freely as Argentine 
during the past few months the world 
price would have been still further de- 


pressed, with some unfavorable reaction 
upon the American farmer. It is well 
known in international grain circles that 
Canadian wheat has not been thrown on 
a declining market, and a comparatively 
strong credit position is one reason for 
this procedure. 


Learned During the War 


N order to describe the Canadian 

credit situation it is necessary to go 
back some years, even to the pre-war 
period, when Canada, like the United 
States, had a comparatively small domes- 
tic investment field. At least, investment 
bankers never regarded a large bond is- 
sue as salable within Canadian boun- 
daries; it was thought that a consider- 
able part of the issue must be sold in 
foreign security markets. The Rt. Hon. 
Sir Thomas White, K.C.M.G., Minister 
of Finance for Canada during the war 
period, once explained to the writer the 
awakening of the Canadian public in an 
investment sense. The Government was 
required early in the war to finance its 
participation in the conflict without as- 
sistance from Great Britain, who had a 
heavy burden in financing her own war 
supplies. The Canadian authorities 
then had to turn to their own people, 
who, largely engaged in primary de- 
velopment, were not considered as pos- 
sessing sufficient accumulated wealth to 
subscribe to security issues in any great 
volume. 

But the exigencies of the case demanded 
that Canada lend financial as well as 
human support to the cause, and, with 
much doubt as to the success of the 
scheme, the Government announced its 
intention to offer for domestic subscrip- 
tion an issue of $50,000,000. It was over- 
subscribed by more than twice the face 
amount. From that time on Canadian 
people have been interested in securities; 
in fact, a few years ago they became 
exporters of capital, but they also fol- 
lowed the course of other people in an 
era of prosperity and large-scale devel- 
opment of natural resources—first, buy- 
ing bonds, and finally employing a great 
amount of money in stock market specu- 
lation. The latter process was _ not 
limited to the domestic market for a 
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certain number of Canadian individuals 
and institutions have long been interested 
in the New York market, and apart from 
bank funds, which will be dealt with 
later, it is estimated that from $40,- 
000,000 to $50,000,000 was in call loans 
at the chief American center prior to 
the recent collapse. Indeed, a short time 
ago, the speculative fever in Canada was 
so widespread and intense as to cause 
fear of serious consequences. 

The turn toward a sane attitude came 
about a year and a half ago and was 
brought about by the banks. It should 
not be assumed that these institutions 
consider speculation harmful, for they 
know that within reasonable limits it is 
an essential element in economic life but, 
without urging or dictation from any 
source, and without the aid of a central 
bank (there is no such institution in 
Canada) they took steps to enable them 
to attain their main object of accommo- 
dating business and assisting productive 
effort. 


Most Important Annual Event 
in Banking 


HE financing of the Canadian wheat 

crop is the most important annual 
event in Canadian banking. It com- 
mences with loans to farmers for the 
payment of labor, the purchase of seed 
and other expenses incurred during the 
planting season. There are, of course, 
instances where loans are made also for 
personal expenditures. Later in the 
season accommodation is granted for har- 
vest expenses. In a normal year the 
loans to grain farmers will amount in 
the aggregate to about $100,000,000. 
Provision is made by the banks for pay- 
ment of the grain upon delivery at the 
country elevators by forwarding cur- 
rency, millions at a time, to branch 
banks and elevator agents. 

As the wheat moves from the country 
to the terminal elevators, and conse- 
quently into commercial channels, it re- 
quires further financing, for the grain 
dealers and the farmers’ selling organi- 
zations borrow on a large scale, pending 
the sale and delivery of most of the crop 
in foreign countries. There is little if 

(Continued on page 819) 
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Fast-Growing Popularity 


TRUCK, INDUSTRY 


1919 1920 1921 1922 1923 1924 1925 1926 §=1927 1928 


Truck production has increased Seven-Fold, while the 
total truck production of the industry has only doubled. 


INTERNATIONAL 


Starting in 1919, with a 15-year record of success- 
ful truck manufacture, and a production already 
well up with the leaders, International Truck 
production has grown seven times as fast as the 
total output of the industry. 

The steadily rising popularity of Internationals 
can be seen in every form of trucking from New 
York to Hollywood and on every kind of highway 
from the pavements of Pensacola to the back- 
country trails of British Columbia. 

Owners of International Trucks representing 
every type of. business, large and small, are firmly 
convinced that Internationals deliver the very ut- 
most in hauling satisfaction. 

This comparison, indicating the growing prefer- 
ence for Internationals, is offered in no vainglori- 


ous spirit but simply as a matter of public record. 


Please remember, too, that back of Interna- 
tional Trucks stands more than a quarter of a 
century of automotive achievement and 99 years 
of experience in general engineering and manu- 
faeture. 


International Truck popularity is of a piece 
with the popularity of McCormick-Deering farm 
operating equipment. McCormick-Deering 15-30, 
10-20, and Farmall Tractors and the many ma- 
chines that comprise the McCormick-Deering line 
are rendering a tremendous service in saving labor 
charges, lowering the costs of production, and 
removing the drudgery from farm life. On every 
hand it is demonstrated that trucks and good 
equipmeut make the good farmer better. 


International Trucks include the 34-ton Special Delivery; the 1l-ton Six-Speed Special; Speed 


Trucks, 114, 144, and 2-ton and Heavy-Duty Trucks to 5-ton. 
McCormick-Deering tractors and equipment are sold and serviced by 
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Marketing Power in Wheat 


By W. A. MCKAGUE 


Canada Has Assumed Definite Leadership Among World’s 
Wheat Sellers Through the Dominion Pool. The United States 
Must Consider This Situation in Its Efforts to Stabilize Prices. 
Buyers and Sellers Is a Future Possibility. 


Battle of Big 


HE movement of Canadian wheat 

during the present crop season il- 

lustrates, in a striking way, the 

marketing power which has been 
developed by the Canadian wheat pool. 
Following on several years of rapid 
growth, this year’s development suggests 
that the big Canadian organization may 
have within its grasp more than a mere 
averaging of prices for the farmer—that 
through its control of the bulk of the 
Canadian wheat crop it may be able to 
market grain not only more economically 
but also more effectively than is possible 
under a more complex system. The rec- 
ord is of special interest in view of the 
proposal to stabilize the price of wheat 
in the United States. It is of immediate 
concern to banking because of the heavy 
loans required to carry and move wheat 
stocks. 


Held Back 


HE wheat situation in Canada is in 

brief as follows: From a record crop 
in 1928, there remained on July 31, 1929, 
104,000,000 bushels as “carry-over” into 
the present crop year 1929-30. This 
carry-over compares with 78,000,000 
bushels in 1928, 50,000,000 bushels in 
1927, and 36,000,000 bushels in 1926. 
The wheat yield in each of these years 
increased, but the increase in the carry- 
over was relatively greater. 

The 1929 yield of wheat dropped sharp- 
ly to 294,000,000 bushels—just 52 per 
cent of the 1928 yield. This meant that 
shipments of the new crop must fall to 
about half those of the preceding year. 
But while the 1928 stock was quickly re- 
duced to give place to the pressing sup- 
ply of new wheat then in sight, the 1929 
stock was held back. On September 20, 
with new shipments coming in, there 
were 136,000,000 bushels compared with 
46,000,000 bushels the year before—a dif- 
ference of 90,000,000 bushels against 
only 26,000,000 bushels at the beginning 
of the crop year. 

Of course from that time the shortage 
in the new supplies compared to 1928 be- 
came more conspicuous. On Jan. 3, 
1930, there were 229,000,000 bushels in 
store in Canada, and one year previous 
the stock was just about that figure. 
The grain stock reaches its peak usually 


One Fact 


Ov” the basis of virtually 
current figures this 
article analyzes the success 
of the world’s greatest 
wheat exporting nation in 
controlling the distribution 
of the product. One fact 
is brought out of supreme 
importance to this country 
where the stabilization of 
wheat prices is just being 
undertaken. It is that Can- 
ada’s success has been the 
result of enthusiastic sup- 
port from the farmers to 
the methods used. 


about the year-end, when most of the 
farmers’ marketable grain has been 
hauled to elevators, while the Great 
Lakes water outlet is closed by ice. 

Total receipts at elevators from Aug. 
1, 1928, to Jan. 3, 1929, were 354,000,000 
bushels, and from Aug. 1, 1929, to Jan. 3, 
1930, there were only 127,000,000 bushels. 
Here is a difference of 227,000,000 bush- 
els in receipts compared with last year, 
which far outweighs the additional carry- 
over. In view of this situation, it is re- 
markable that the year 1930 opened with 
the Canadian wheat stock equal to its 
previous high record. 


Very Near the Limit 


HE grain elevators of Canada have 
, total capacity of about 325,000,000 
bushels. Of course it is a physical im- 
possibility for every one to be full at the 
same moment, since in moving the crop 
through, space must be emptied before 
it can be refilled. The actual limit is 
probably about 300,000,000 bushels. 


779 


Some of this space, moreover, is needed 
for coarse grains. The stock of all 
grains on Jan. 3, 1930, was 291,000,000 
bushels, which, therefore, was very near 
the limit. In other words, in spite of 
very light 1929 crops of wheat and of 
coarse grains as well, Canada has re- 
tained for marketing just about all the 
grain it can accommodate! 

This is scarcely an accident. There 
was no tie-up in transport facilities, 
either by land or by water. Previous 
light crop years did not bring such a 
situation. The last notably light crop 
of 1924 was nearly as great as that of 
1929, yet the year-end found a much 
greater proportion of it marketed, and 
only 89,000,000 bushels in store, or 40 
per cent of what is now held. 


Growth of the Pool 


HE new factor in the situation is 
the Canadian pool, and its policy 
without doubt is to a large degree re- 
sponsible. The pool, in fact, entered the 
current crop year with 48,000,000 bush- 
els of its 1928 crop still on hand. 
The growth of the pool is summarized 
in the accompanying figures: 


Wheat 
Handled 
Bushels 


34,000,000 


Coarse 
Grains 


Crop Year Handled 


25,000,000 
24,000,000 
18,000,000 
36,000,000 

The pool makes an initial payment on 
delivery of the grain. This was 85 cents 
in 1923-24, $1 in the next four years, 85 
cents in 1928-29, and 85 cents in 1929-30. 
Later interim payments are made about 
April and July, with a final payment af- 
ter the close of the crop year. The final 
payment for the 1928-29 crop has not yet 
been made. 

It should be borne in mind that sales 
of grain, and its physical movement, are 
two distinct things. One lot of grain in 
a country elevator may already repre- 
sent the purchase of an exporter, while 
other grain in a Vancouver terminal may 
still be the property of a farmer. Under 
individual marketing, however, the 
farmer dependent upon one crop was 
usually so much in need of funds that he 
sold just as soon as he could. He might, 
if able, carry some for a time, and he 
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could arrange a loan from a bank for 
this purpose, but creditors and bankers 
themselves were inclined to discourage 
this “speculation.” The result was that 
the bulk of the grain was sold at once 
for cash, control passing from the farmer 
to the elevator companies, millers and 
exporters. It is estimated that over 70 
per cent passed out of the farmers’ 
hands in the autumn. 


Orderly Marketing 


OW, in the normal course of events, 

grain should, during the winter, 
advance in price at least enough to cover 
storage charges and interest. This hap- 
pens often, though studies which have 
been made are not quite conclusive. The 
whole wheat market is made so compli- 
cated by different harvesting seasons in 
the important countries that results are 
not clear. The point is, many farmers 
believed that buyers kept the market de- 
pressed until they had control of the 
grain, then let it take its course, and that 
they paid less for cash or “street” grain 
than the prices of futures warranted; 
these beliefs supported the pool move- 
ment. 

We have already referred to the early 
marketing of the light 1924 crop. That 
was in a market quickly rising from $1 
in the summer to nearly $2 early in 1925 
—but most of the farmers had sold their 
wheat long before the peak was reached. 


The following record of actual sales by 
the pool in the crop year 1928-29 is an 


interesting contrast; the pool started 
this period with no grain on hand: 
Bushels 
29,955,000 
962,000 


December 
January 
February 


3,751,000 
48,358,585 


253,102,585 


Here we have, in the latest complete 
crop year—one in which the large crop 
of 1928 had sent prices tumbling and 
crowded Canada’s storage and transit 
facilities to the very limit—an excep- 
tional record of orderly marketing. It 
is true that the “visible” supplies and 
the crop estimates are big factors in 
the market, yet the immediate and defi- 
nite effects of actual offers and bids are 
great. Prices remained relatively stable 
through the autumn and winter. Last 
summer, with news of bad weather and 
light crops, they shot up again. The 
Canadian pool held back about 100,000- 
000 bushels until spring—a venture 
which might have brought either profit 
or loss—but it was able to sell much of 
it at higher prices in the summer. We 
bear in mind that this is still farmers’ 
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grain; the pool does not buy from the 
farmer, but sells for him. We may now 
ask, would it have been possible for the 
farmers individually to have marketed 
in this way? From the facts already 
given, the answer is clear. 


Dealt with the Banks 


TTEMPTS have been made, natural- 
ly, to compare the pool net price 
to its members, with an average of daily 
prices through the year. The pool, it 
should be explained, states its average 
price obtained for each grade, and this 
is paid to members after the operating 
charges, amounting to less than one cent 
per bushel, and a fixed amount for re- 
serve are deducted. Thus on the pool 
side there is no doubt regarding the 
figure. But it is not possible to find what 
price was averaged by non-members of 
the pool, simply because an average of 
daily prices for the year does not take 
into consideration the volume turned 
over each day, and out of the sum total 
of cash and future transactions it is im- 
possible to segregate those transactions 
which represent original sales by farm- 
ers. 

It is a well known fact that total sales 
for a year considerably exceed the actual 
amount of the crop. This is an impasse 
which cannot be overcome at present. 
Meanwhile the pool members seem satis- 
fied (the first five-year contracts expired 
in 1928 and 1929, and the majority re- 
newed). Probably they will continue to 
be satisfied unless the pool makes some 
marketing or speculative blunder so 
great as to be conspicuous in the pool 
price. 

Reference has already been made to 
loans by the banks to farmers individual- 
ly on the security of wheat. The pool 
necessarily dealt with the banks from the 
start, to finance the large initial cash 
payment. The banks require a margin 
between their loans and the market 
price. The initial payment must be kept 
down accordingly. In one market col- 
lapse the price dropped to within one 
cent of the pool payment; on that occa- 
sion, however, there was no forced sell- 
ing by the pool officials—instead they are 
known to have stepped in and bought, 
and their position was later justified. As 
the pool stock is reduced, financing the 
later payments then becomes simple. 


Possibilities of the Pool 


HE pool handles over 50 per cent of 

the Canadian wheat crop. Other 
grains are mostly for feed, and the sur- 
plus for export is relatively small. It 
represents about 150,000 farmers. It 
owns and operates about 1500 elevators 
out of a total of 4823 in Canada. It has 
cash reserves of $30,000,000 built up 
from initial deposits and a small charge 
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per bushel, which sums are credited to 
the farmers and bear interest. It has 
sales agencies in the important markets 
of the world, and last year it shipped 
directly to ninety ports in nineteen dif- 
ferent countries. This is a startling ac- 
complishment in six years, even on the 
foundation of a cooperative system 
which had itself developed with astonish- 
ing rapidity. 

As regards the advantages to the 
farmers, there is no conclusive proof 
either way. It may be that they would 
have done just as well by individual or 
cooperative marketing. In a given year 
they might do better or worse. T's 
farmers wanted the pool. Now +t :;y 
have it, and thus far seem satisfie 
even enthusiastic, about it. And in their 
success they have developed an organiza- 
tion of undoubted power. This power 
may have one or both of the following 
effects: First, it may merely be a mar- 
keting organization for the farmer, with 
profit or loss to him according to the way 
it is handled, but with no results outside 
the grain trade itself. Or, second, the 
pool may have some effect, not merely 
temporary, on world grain prices and 
markets, or on world supply and demand, 
which is about the same thing. 


Not a Farthing on the Loaf 


F the results are merely internal, that 

is within the sales end of the grain 
trade, the pool cannot be regarded as 
more than it has already shown itself to 
be—a thorough marketing organization. 
No doubt it will be copied or rejected in 
other wheat-growing countries according 
to the net results to farmers in Canada. 
To buyers, and to the economic world 
outside the grain trade, it is not impor- 
tant. 

As to the second head, nothing yet is 
proved, but possibilities are admitted. It 
has never been officially claimed that the 
pool could advance the average price of 
grain, though in the promotion stages 
there may have been enthusiasts who be- 
lieved and stated so. Wheat is the 
world’s most important commodity, with 
the widest supply and demand. 

It may be possible for producers of 
diamonds or rubber to combine and con- 
trol the market, because the sources of 
these are relatively limited. But more 
than fifty countries of the world grow 
wheat. Though Canada ranks third in 
production, its yield averages only about 
10 per cent of the total. It has become 
the leading exporter, however, providing 
as much as 40 per cent of the world ex- 
ports in a favorable year. The power of 
the biggest dealer in any market is obvi- 
ous—provided that dealer is financially 
strong, and the pool has already gone a 
long way toward strength. But a lead- 
ing buyer may also dominate, just as 

(Continued on page 820) 


November ............. 22,441,000 
22,488,000 
18,291,000 
15,682,000 
March 15,546,000 
April 18,454,000 
4,510,000 
June 20,103,000 
July 18,561,000 
Carry-Over 
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Towering above Baltimore’s 


Financial District 


In the heart of a section that 25 years ago lay a mass of charred ruins, the 
magnificent new building of the Baltimore Trust Company towers above the 
skyscrapers that surround it, the dominant figure of the Baltimore skyline. 
No less significant is the vault equipment, which is one of the most exten- 


sive installations in the United States. 


Two vault entrances have been provided, one circular and one rectangular. 
Each of these massive doors is 25” in net solid thickness. A heavy steel lin- 


ing adds to the protection afforded. 


The safe deposit equipment consists of 
several thousand boxes of the newest type in 
a complete range of sizes. The security vault 
is furnished with lockers of special 
design for the use of the various bank- 


ing departments. 


For outstanding new banking 
structures, York Vaults’ are 


consistently selected. Write 

today for complete information 
regarding the features of 
York Vaults. 


YORK SAFE & LOCK CO. 


YORK, PA. 
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Investment Trusts in the 


Bull Market 


By LELAND REX ROBINSON 


President, Second International Securities Corporation, New York 


Investment, Holding, and Finance Companies Absolved of the 
Responsibility for Inflation in the Security Markets or of 


Blame for the Crashes of Last October. 


The Investment Trust 


Influence Believed Directed Toward Conservatism and Safety. 


HE influences that investment, 

holding, finance, and_ trading 

companies have exerted within 

the last few years and particu- 
larly during recent months, upon the 
prices of American securities call for 
careful analysis. But it is difficult to 
deal in broad affirmations without 
obscuring many different factors, some 
of them conflicting, which enter into the 
problem. 

The question first suggests itself 
whether such companies, including the 
investment trusts in the technically 
correct sense of the term, were rather 
the creatures or the creators of the re- 
cent bull markets which only since last 
October may be definitely regarded as 
past history. If they.were active rather 
than passive, in the sense that they 
directly stimulated the unprecedented 
demand for stocks of which they also 
took advantage through large issues of 
their own securities, it is natural to 
blame them, at least in part, for the 
crash. If, on the other hand, they were 
rather the creatures than the creators 
of the pre-crash markets, very different 
conclusions must be reached. 


Took Full Advantage 


HERE is little evidence for any 
assumption that the investment, 
holding, and finance companies were 
rather the creators than the creatures 
of these markets. ‘That they took full 
advantage of highly favorable condi- 
tions for the issuance of common stocks 
is a matter of record, as is also the fact 
that they were growing enormously in 
popularity in the months immediately 
preceding the break. Moreover, the ad- 
vertising and publicity conducted by 
some of these investment and finance 
companies in favor of common stock in- 
vestments, and in explanation of their 
own investment policies, added to the 
widespread popular interest in equities. 
However, the fundamental explana- 
tions for the late unprecedented stock 
markets go far more deeply, and it is 
not within the scope of this article to 


Turbulent Days 


D IFFERENTIATING 
the so-called invest- 
ment trust from other or- 
ganizations with which 
this type of company is fre- 
quently confused this 
article analyzes the part 
they played during the 
turbulent days of the run- 
away bull market. At the 
same time the author 
offers an interesting side- 
light upon how the public 
itself supplied the funds 
which it borrowed in the 
call money market, swell- 
ing the totals of brokers’ 
loans to unprecedented fig- 
ures. 


deal with them. Emphasis over a period 
of several years in books, articles, and 
conversation upon the investment quali- 
ties of common stocks for long-term pur- 
poses; the increased volume of business 
and larger earnings of leading corpo- 
rations; the preaching of the “new 
economic era” with its promise of 
greater steadiness and better coordina- 
tion in the vast network of the nation’s 
industries; the ample supply of gold and 
the country’s comfortable reserve posi- 
tion; the growth in investment capital 
coupled with a widespread interest in 
and knowledge of the different kinds of 
securities and the distinguishing fea- 
tures of each; these and other factors 
all have to be reckoned with as basic 
causes, without of course losing sight 
of the mob psychology which in the 
later stages of the recent bull market 
broke past all barriers of reason and 
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fed upon itself, 
portentous in bulk. 


Out of the Market 


T is therefore altogether reasonable 

to assume that the financial and in- 
vestment companies as a class were 
rather the creatures than the creators 
of the extremely buoyant stock markets 
of the last few years. To carry further 
the analysis, let us trace out the effects 
upon the markets for American stocks 
of the employment of their capital funds 
by finance, holding and investment com- 
panies in the two different ways in 
which these funds would normally be 
employed, namely, in the purchase of 
securities, and in call loans. 

There was undoubtedly a greater dis- 
position to invest freely in the first than 
in the second half, of last year. While 
finance, holding and investment com- 
panies are by no means the principal 
factor in the call loan market, it is not 
without significance that the total vol- 
ume of brokers’ loans, demand and time, 
as recorded both by New York City re- 
porting member banks, and the New 
York Stock Exchange, was relatively 
stable during the first five months of 
1929 as compared with 1928 or the latter 
half cf 1929, when in the four months 
preceding October first each of the 
aggregate figures increased by more than 
$1,500,000,000. Taking up, first, the 
effects of their investment buying, or 
their trading activities, upon the mar- 
kets for American stocks, we come face 
to face with the fact, obvious from the 
moment that any attention is given to 
proper description, definition, or classi- 
fication, that generalizations are more 
misleading than helpful. 

Some funds and companies, for in- 
stance, have lifted and kept out of the 
market blocks of securities bought in 
accordance with fixed investment poli- 
cies, or for purposes of influence or 
control. The effect of this has undoubt- 
edly been in many cases to stimulate 
prices of the stocks bought, or at least 
to steady them by removing indefinitely 
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a part of the floating supply. On the 


other hand, instances may be cited of 
funds and companies which have exer- 
cised great discrimination in their stock 
purchases, and have been largely out of 
the market and in a liquid position at 
various times during the last two years, 
and especially prior to the recent breaks. 


Easy to Exaggerate 


HERE are, moreover, many com- 

panies, including the majority of 
pioneers in the American investment 
trust field, which are interested in for- 
eign securities as well as domestic issues, 
in bonds as well as in stocks, and in 
a wide inter-industrial distribution of 
risk. Supervision of their investments 
has been an active process involving 
sales upon buoyant markets and pur- 
chases upon depressed ones, and their 
activities have tended to reduce market 
fluctuations. An entire book would be 
required to analyze this problem. It is 
enough to point out that investment 
trusts run in accordance with those 
principles established by a half century 
of experience do exert a steadying in- 
fluence upon security markets. 

It has been earlier noted that in the 
four months. preceding October 1 
brokers’ loans increased by substantial- 
ly more than $1,500,000,000. What 
exact proportion of the aggregate brok- 
ers’ loans, or of this dramatic increase, 
came from recently organized finance, 
holding and investment companies we 
have no way of determining until the 
figures on brokers’ loans are given in 
greater detail as to sources, which would 
be a most desirable elaboration. 

However, in view of the fact that 
the total paid-in debenture, bond, and 
share capital of such companies could 
hardly have exceeded, if indeed it 
equalled, half the amount of these loans, 
while their entire funds on call have 
been variously estimated at from one- 
fifteenth to one-sixth of the brokers’ loan 
total, it is very easy to exaggerate the 
relative importance of such companies 
in the call loan, market. Two factors 
among many others should not be for- 
gotten: that business corporations, an- 
ticipating their future needs, raised 
large sums through further stock issues, 
and were tempted to employ this liquid 
capital under the highly favorable con- 
ditions obtaining in the call loan mar- 
ket; and that for months preceding the 
great crash the principal bourses of 
Europe rested under the cloud of tight 
money artificially created by the omnivo- 
rous appetite of Wall Street. 

To the extent that investment, finance 
and holding companies employed their 
capital in call loans, they were in effect 
making available again to the general 
public for security purchases, at very 
high interest rates, the capital which 
had earlier been paid by the public for 
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their own shares on which a propor- 
tionately small percentage of cash re- 
turn, if any at all, was being paid. Be- 
cause these companies for the most part 
were exhibiting caution in their own 
purchases prior to the recent crashes, 
they were acting in some measure as 
a break upon the extravagances of the 
bull markets. In effect they diverted 
into their own coffers large amounts of 
capital which might otherwise have gone 
into further swelling of speculators’ 
profits by purchases of old favorites at 
giddy prices; and instead of using this 
capital immediately to build up their 
own security portfolios, they made it in 
part available once more on the onerous 
prevailing terms of the call market. 


Among the Powder Barrels 


N considering the causes of the series 

of stock price crashes which brought 
down by about 50 per cent the averages 
of market leaders from the high of the 
third week of September to the low of 
mid-November, it is of course just as 
necessary to distinguish the immediate 
from the basic or fundamental, as in 
allotting blame for the outbreak of the 
World War. 

A good argument can be advanced in 
favor of the now momentous Hatry 
Case in England as constituting at least 
one match thrown among the powder 
barrels. The news of this gigantic 
swindle, or series of fraudulent and 
near-fraudulent transactions, was out on 
September 20, just one day after the high 
point in stock prices was recorded on 
the New York Times industrial aver- 
ages. Immediately after this event the 
exchange rates of the pound sterling, 
German mark, Belgian franc, and Dutch 
florin rose rapidly to points well above 
par, despite the unseasonable character 
of this movement. This indicates a 
rapid withdrawal of funds invested here 
on foreign account in call loans, accept- 
ances and securities. 

The decline in stocks in the principal 
European countries, which had been pro- 
ceeding for several months, was due in 
part, as previously mentioned, to the 
heavy drain made by Wall Street. It 
is only natural that unsettlement in the 
wake of the Hatry failure, and the rise 
of discount rates at the Bank of England 
and other European central banks in 
the last week of September, should have 
started American prices definitely on the 
downward course by causing large with- 
drawals of foreign capital. 


The Perpendicular Decline 


OME of the foreign capital loaned 

here on call and rapidly withdrawn 
after the Hatry failure had been placed 
directly with brokers and not through 
the mediation of reporting member 
banks. This perhaps explains the fact 
that total demand and time loans as 
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recorded by the New York Stock Ex- 
change reached their high point at the 
end of September, while the brokers’ 
loans reported weekly by New York City 
member banks did not fall before the 
end of October. No doubt the early for- 
eign withdrawals were met in part by 
loans from newly organized finance, 
holding, and investment companies, fig- 
uring in the loans “for others” accounts 
reported by the banks. 

After the almost perpendicular de- 
cline in the figures on brokers’ loans 
reported by New York City member 
banks, it was evident that the brunt had 
been borne by those banks and the Fed- 
eral Reserve System. Withdrawals of 
loans “for others” approximated $2,000,- 
000,000, and the reduction of loans made 
on behalf of out-of-town banks, while 
less than $1,200,000,000, even 
greater in proportion. At first the New 
York City member banks stepped into 
the breach to the tune of additional 
loans for their own account in an amount 
approximating $1,000,000,000—w hich 
they were able to do with the help of 
the Federal reserve. 

After a week or two, however, liquida- 
tion was proceeding at such a breakneck 
pace that the. member banks were in 
turn rapidly decreasing the _ brokers’ 
loans for their own account, and within 
a month of this sudden increase to meet 
the emergency, such loans were below 
their earlier total. During the critical 
week when New York member banks in- 
creased their own loans in the amount 
of about $1,000,000,000, there was with- 
drawn from brokers’ loans an amount of 
$1,350,000,000 on account of others, and 
$650,000,000 for out-of-town banks, the 
latter withdrawal being greater in pro- 
portion. 


Fed Upon Themselves 


O recapitulate: It is likely that 

heavy foreign withdrawals of capital 
from American brokers’ loan and accept- 
ance markets, by reducing the funds im- 
mediately available for stock specula- 
tion; and the sale by foreign interests 
of American stocks owned, by increasing 
the floating supply on the market, did 
as a matter of fact give a push to the 
highly unbalanced security price struc- 
ture in this country, and start the proc- 
esses of acute demoralization which then 
for a time fed upon themselves. How- 
ever, there is no reason for assuming 
that the crashes of October 24, 28 and 
29, and November 13, and the periods of 
acute weakness between and following 
them were due to the heavy withdrawals 
of funds from brokers’ loans. 

Were this the case, rates on money, 
both call and time, as well as on bank- 
ers’ acceptances, would not have weak- 
ened so perceptibly prior to the first 
panic break, nor would these rates, as 

(Continued on page 821) 
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OISE in a bank costs money 


The confusion so common in banking rooms annoys depositors and causes employees to make errors 


HIS matter of noise in a banking 
is a question of 
dollars and cents. You’ve doubtless 
been disturbed by the sounds of 
office machinery, bells, telephone 
conversation and various other 
noises which constantly intrude on 
efforts to think. Very likely you’ve 
been more than disturbed. 

The fact is that while excessive 
noise has no business in any office 
it simply cannot be tolerated in a 
bank where accuracy is required of 
everyone. Then, too, an effect of 


SOUND ABSORBING 
TREATMENT 


Nam 


bedlam is bound to be received 
badly by your customers. 


Johns-Manville Offers a Solution 


In hundreds of banking and other 
financial establishments, Johns- 
Manville has ended the noise evil, 
simply, conveniently and without 
undue expenditure. The solution of 
the noise problem is not difficult it 
you put the task in the hands ot 
experts. We can provide the quiet 
you want, not by prohibiting the 
activities which produce noise, but 


by blotting out and absorbing the 
noise. May we not send you our 
interesting booklet describing 
sound control work we have done 
for banks all over the country? 

We can accomplish similar re- 
sults in your bank by the use of J-M 
Sound-absorbing Material made 
for the purpose of controlling noise. 
Johns-Manville sound control 
methcds require no change in deco- 
rative effects, nor do they inter- 
fere with architectural plans. Write 
to us today for this free booklet. 


Address JOHNS-MANVILLE 
At nearest office listed below 


New York Chicago Cleveland San Francisco Toronto! 


(Offices in all large cities) 


Please send me a copy of your se 30m Sound Control 


Treatment for Banks.” B-13 


When writing to advertisers please mention the American Bankers Association Journal 
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DISTINGUISH your SERVICE WITH 
EXCLUSIVE BACKGROUND CHECKS — EMBODYING 
YOUR COAT-OF-ARMS OR TRADE-MARK 


Deéliors 


PLE CHECK NOT VALID _ 


MPLE CHECK NOT VALID | 


K OF New YORK « 


Illustrated above are representative background designs developed for 
individual banks. Black and white cannot even suggest the soft, rich 
color of the lithographed originals. 


AN INSTITUTION, selling service, cannot picture its 
product simply and literally like a maker of shoes or 
washing machines. But it is possible to devise an em- 
blem, coat-of-arms or trade-mark that will come, in 
time, to symbolize that service very definitely. 

Bank emblems, if they are to impress upon a com- 
munity the worth and integrity of the institution 
they represent, should be displayed as frequently as 
possible. There is no more effective and dignified 
medium than the checks which that bank issues. 

Under a new plan originated by The Todd Com- 
pany, it is now possible for your bank to use checks 
with a special background, incorporating your indi- 
vidual emblem—at a minimum of cost. A rich variety 


of fresh, new backgrounds are available and others 


SANK 


are created whenever necessary. The one approved 
by your bank becomes exclusive property in its 
banking community, and the addition of trade-mark 
or decoration makes the design doubly distinctive. 

Modern, attractive, superbly lithographed, Todd 
Special Background Checks form the finest kind of 
advertising. Wherever they circulate, they set’ your 
institution apart from the crowd—not only by their 


appearance, but by their performance too. 


Special Background Checks are furnished on the 
new Super-Safety paper—the first paper ever cre- 
ated expressly for check use, with five times greater 
foldability and greater all-around durability than 
ordinary check papers, backed by insurance against 
chemical or mechanical erasure. They may be had 
in all standard and in special colors. 

Many of America’s outstanding banks have already 
adopted Todd Special Background Checks. The con- 
venient coupon below will bring you a number of 
samples and information explaining how your own 
bank can distinguish its service to its depositors— 
and the community. The Todd Company. (Est. 1899.) 
Bankers’ Supply Division. Rochester, Chicago, Brook- 
lyn, St. Paul, Denver, Dallas, Buffalo, Birmingham, Des 
Moines, Boston, Spokane. 


THE TODD COMPANY — 


Bankers’ Supply Division,1176 University Ave., Rochester, N.Y. 


Please send me complete information concerning Special Lithographed 


Background Checks. 


Name of Bank 


Name of Officer 
Street___ 


Town 


TODD SYSTEM OF CHECK PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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Raiders of the Bank Account 


By W. R. MOREHOUSE 


Vice-President, Security-First National Bank, Los Angeles 


Commercial Frauds and High Pressure Security Salesmen Held 
Responsible for Inroads Upon Volume of Bank Deposits Which 


Is Subject of Real Concern. 


Bankers Must Face the Question 


of Offering Financial Advice for Protection of Depositors. 


URING the past seven years I 
have come in close personal con- 
tact with literally hundreds of 
schemes used by various un- 
scrupulous persons for the sole purpose 
of deceiving and defrauding the public. 
This experience, gained as director of 
an active Better Business Bureau, has 
convinced me that there is hardly a per- 
son in America who has not been de- 
frauded in one way or another, although 
in many cases without being aware of 
it. 


Four Out of Five 


FTER studying these various 
schemes in which deception and 
gross misrepresentation were found to 
be cornerstones, I am convinced that a 
majority of those defrauded were not 
entirely to blame. Nor am I going to 
say that a majority were as gullible as 
many people have believed, for I have 
found that in four cases out of every 
five financial losses were the result of 
placing not more than a reasonable con- 
fidence in the honesty and integrity of 
mankind. 

In the field of petty cheating in busi- 
ness, I know the answer to the question: 
“What makes strawberries red?” Why 
is it that when a woman goes to a cer- 
tain market in strawberry season she 
finds there beautiful bright red straw- 
berries? Strawberries so tempting that 
she buys them at first sight, and then 
when she gets home with the berries 
and they are served to her husband, to 
her amazement they have lost all of 
their beautiful rich redness and are now 
reddish green and not even appetizing. 

“What makes strawberries red?” 

Not the sunshine and not the deep 
mellow soil in which they grow, but the 
artificial lighting effect in certain mar- 
kets. The answer to our question is, 
a red electric light bulb almost hidden 
from view, but so arranged as to reflect 
its red rays on the particular spot where 
the berries are on display. 


Like Football Players 


HAVE found out why 600 women 
one rainy morning in a certain large 
city rushed down to a certain store to 


Strawberry Red 


HAT makes straw- 

berries red, may 
seem a long way from the 
amount of savings deposits 
in the country but the 
answer to the question is 
one of the important fac- 
tors in the present banking 
situation. This is the first 
of a series of two articles 
by Mr. Morehouse dealing 
with a form of bank com- 
petition that is assuming 
tremendous proportions. 
He puts it squarely up to 
the bankers of the country 
to take the necessary 
action. 


ANG 
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buy what were advertised to be $6 elec- 
tric bread toasters for $3.20. How they 
scrambled for those toasters for fear 
the supply would be exhausted is quite 
a story in itself! Just like football play- 
ers scrambling for a fumbled ball. 

And why all this rush to buy toast- 
ers? Well, the truth is, the toasters had 
been marked up from the original retail 
price of $3 to $6, and then marked down 
to $3.20. Just a little juggling of prices 
in order to get the women folks to part 
with some of their monthly allowance. 

As a matter of fact, identical toasters 
could have been bought at any other 
store in the same city at the regular price 
of $3. The only difference was in the 
container, the $3.20 toaster being re- 
packed in boxes intentionally crushed, 
in order to give it the appearance of 
being a close-out bargain, while the $3 
toaster at all other stores was still in 
the original manufacturer’s package. 

I have found out a few things on 
the men, and it shows the credulity of 
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some bankers, too. Take the banker who 
comes home with a suit pattern which 
he bought from some sailor who claims 
to have smuggled the goods into this 
country duty free, and because he paid 
no duty on the goods, could afford to 
sell it at much less than the wholesale 
price. The next time some banker brings 
home a smuggled-into-this-country suit 
pattern, I hope his wife will give him 
the “ha, ha.” 

The truth is that when certain tailors 
get a lot of unsalable suit patterns on 
hand, they get rid of them by what 
is known as smuggled-into-this-country 
methods. Imagine the smile that must 
steal over a tailor’s face when one of 
his old customers comes into his shop 
with a suit pattern which this same 
tailor could not sell to him in the past. 

Just to make bankers spend a few 
restless nights, and not because of loan 
losses either, I am going to relate what 
is done with worn-out gunny sacks which 
from time to time bankers among others 
have disposed of to some old rag and 
bottle collectors. Doubtless many of my 
readers can recall how after certain old 
gunny sacks about the place had be- 
come soiled and full of holes they were 
sold as junk. 


Behind Pink Roses 


OW, Mr. Banker, if you are sleep- 

ing on anything except high stand- 

ard mattress, I am going to suggest that 
you do a little exploring on your own 
account. Perhaps you can find your old 
gunny sacks again. Lift the top cover- 
ing to your mattress and examine its 
contents, and you may find there chopped 
into small pieces some old familiar gunny 
sack in which perhaps you used to store 
old bottles, old rubbish, coal, potatoes 
or onions. Or you may find in there 
as many as twenty-seven varieties of 
scraps, including factory floor sweepings. 
In order to make you just as un- 
comfortable as when the examiners are 
checking your slow loans, I will add that 
it may be true that the contents of your 
mattress have never been cleaned or 
sterilized. Yes, hidden behind a ticking 
of pink roses or blue wreaths, and 
called by some tender names, such as 
“zephyr” or “flossy,” you are likely to 
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find a filling that will disturb your peace 
of mind and make you think perhaps it 
has been the mattress on which you have 
been sleeping that has been causing you 
to dream such terrifying dreams and not 
the food you have eaten. 


They All Expect to Win 


OW that a cross-section of petty 

frauds has been presented, we 
will get down to business and consider 
the results from frauds, from a strictly 
business basis. Let us ask ourselves 
whether or not it would pay our banks 
to go to the rescue of their customers 
who are being defrauded in order that 
they keep better balances in the bank. 
This to be accomplished by helping them 
to avoid making unwise investments in 
the future. 

In my more than thirty years at meet- 
ing bank patrons, I have contacted liter- 
ally thousands of cases of customers who 
had already or were about to fall into 
the clutches of some irresponsible pro- 
moter. In all these years I have yet to 
find a person who down deep in his 
heart did not expect to win. Even the 
fellow who would jokingly remark that 
he was throwing his money away did 
not believe that he was doing so. 

Until seven years ago I felt very much 
as some bankers feel today toward de- 
positors who make poor investments, ex- 
pressed in these words, “Oh, what’s the 
use—Barnum was right.” But seven 
years of service in fraud investigation 
have entirely changed my point of view, 
and now, instead of saying, “What’s the 
use, these unfortunate investors will 
throw their money away anyhow,” I am 
going to sympathize with these millions 
of losers and say there is “lots of use.” 
The truth is the average bank depositor 
is no match for the high pressure broker 
who knows no standard of ethics, and 
whose sole business it is to cheat and 
defraud. But fortify the depositor’s 
judgment with the banker’s judgment, 
and the depositor is more than a match 
for the unscrupulous schemer. 


A Hands-Off Policy 


NVESTING money is a business trans- 
I action that puzzles the average de- 
positor. It is the most difficult trans- 
action he has to negotiate. Assist him 
and it becomes a very simple and ordi- 
nary transaction. 

For many years the question of 
whether or not bankers should give ad- 
vice on investment matters to their cus- 
tomers has been discussed the length 
and breadth of the land, and usually 
bankers have decided on a hands-off pol- 
icy. 

Each time the decision has been based 
on the assumption that, if advice were 
given, customers would not heed the ad- 
vice—that those to whom the advice 
would mean a saving would not appre- 
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ciate it, while those who sustained a 
loss would demand that the bank make 
the loss good. In isolated cases this 
may be true, but it is not true as a rule, 
and every banker knows it, that is, if 
only proper advice was given. 


Advice May Be Colored 


HIS is just one of those things in 
banking that has grown from an ant 
hill to a mountain with but little reason 
for its enormous growth. There are 
hundreds of bankers who have warned 
customers against drawing bank checks 
for less than $1. Some banks have ruled 
against it, even to the point of telling 
the public that it is illegal to draw a 
check for less than $1, which, in the 
light of the best interpretation of the 
law, is not the case. 
The truth is it all depends on drawing 
a check properly, and a check drawn 
properly for eighty-nine cents is just as 
safe as one drawn properly for eighty- 
nine dollars. It’s all in the way a ser- 
vice is rendered that tells the true story. 
The facts are that if banks refuse to 
advise with their customers they are left 
to invest without it, or go elsewhere for 
advice. The day has gone when it is safe 
for them to go to the minister, or to a 
justice of the peace, while the advice of 
relatives or neighbors is almost certain 
to be more or less unreliable, although 
well intended. Even the advice of newly 
found friends may be colored as a re- 
sult of the friend’s pecuniary interest in 
the transaction. I have observed that a 
surprisingly high percentage of frauds 
had their inception with a circle of 
friends, because ordinarily it is much 
easier to make headway among friends 
than among total strangers. 


Propaganda Bears Fruit 


OW let us discuss the subject from 

the standpoint of the need for a 
service advice, and whether or not our 
banks will have to supply such a ser- 
vice in order to protect their deposits 
from further decrease. 

For the first time in years savings 
deposits in the United States have failed 
to show a yearly increase. For the first 
time in years the number of savings de- 
positors in the United States have de- 
creased, there being 530,000 less savings 
depositors in 1929 than in 1928. 

The reason is not one of unemploy- 
ment or of drouth, nor has the crash of 
October, 1929, much to do with it, for 
both decreases were for the year ending 
June 30, 1929. Speculation during the 
spring of 1929 may have influenced the 
situation slightly. 

Not only have banks lost ground in 
both deposits and depositors for the first 
time in nearly twenty years, but that 
loss includes over $1,000,000,000 which 
the banks have credited to the accounts 
of their depositors as interest. I am con- 
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vinced that this great loss after twenty 
years of steady growth is the dawn of 
a new era. It is the first tangible evi- 
dence that a certain type of high pres- 
sure propaganda directed at banks is 
bearing fruit. 


Hot On the Trail 


S many bankers have observed, there 
has been for several years a con- 
certed drive on the part of various agen- 
cies to bring about the withdrawal of 
bank deposits for investment elsewhere. 
These drives have been persistent. There 
has been no let-up, day or night. High 
powered advertising has been employed 
to an almost unbelievable degree. Even 
the radio has been kept busy. “Old 
Man Opportunity” has been hot on the 
trail of persons with money on hand. 
Personal solicitors have been tireless in 
their house-to-house campaigns to get de- 
positors to withdraw their bank deposits 
for investment with them. 

Without exception, all of these agen- 
cies have used the same argument for 
withdrawing money from a savings ac- 
count and investing it elsewhere. Not 
one of these agencies has advocated a 
reinvestment of deposits on the grounds 
that they are insecure or not available. 
All have emphasized and re-emphasized 
the same thing, namely, the rate of in- 
terest which banks are paying on de- 
posits. They have done this for no other 
purpose than to impress on the minds 
of depositors that banks are not paying 
as high a rate as depositors are entitled 
to. 


Drifted Away 


HETHER or not depositors to the 

number of 530,000 will close their 
accounts during the present year is a 
question that should give bankers no lit- 
tle concern. 

Whether or not the same offer made 
last year of higher interest rates will 
attract another $2,500,000,000 of depos- 
its out of our banks and into other lines 
of investment this year will depend on 
what action bankers take to forestall 
such a movement. Instead of permitting 
tens of thousands of depositors to drift 
away into new channels of investment, 
banks should meet the situation 100 per 
cent and supply their depositors with 
investment advice, thereby retaining 
their patronage instead of losing it. A 
total of $2,500,000,000 in deposits lost 
in one year is a lot of deposits to lose. 

My experience leads me to state that 
of the 530,000 depositors lost to banks 
last year fully four-fifths of those who 
withdrew for investment purposes could 
have been saved with proper attention 
to their investment needs. At least, their 
accounts would not have been entirely 
closed. Reliable information from 
banker to bank depositor would have 

(Continued on page 821) 


/ 
x 


February, 1930 AMERICAN BANKERS ASSOCIATION JOURNAL 789 


New Master built Safe Deposit Boxes 


COSTING LITTLE MORE THAN USED 


STANDARDIZED SECTIONS 0/ Savi 
NO SALES TRAVELING EXPENSE = 25 aving 
MASS PRODUCTION METHODS 0 to You 


Advantages 

Economy of cost 
Quick additions as required 
Standard lock always available 
A size for any space available 
Filler plates to line up present 
boxes 

. Immediate shipment 

. Guard keys matched 
Satisfaction guaranteed 


Best Construction 
Yale Double Nose Locks 
Heavy reinforced bond boxes 
Quarter inch case plates 


Three -eighths inch vertical 
partitions 

Finish optional, to match pre- 
sent boxes 

Numbering optional, impressed 
or number plates 


. Lift off solid bronze hinges 
. Half inch cold rolled doors 


CASE SIZE 


Wide | Deep | Weight a 
33% | _ 357 | 108.00 

‘| 33% 425 114.00_ 
33% | | 488 | 120.00 
334 128.00 
| 334 100.00 
| 33% |_ 
135.00 

No. 100 UNIT 

27% 325.00 64—3 x 514 Boxes 
443% | 24 | 1500 | 288.00 

| 443¢ | 24 | 1700 | 374.00 4—S x 11 Boxes $445.00 


See 51% | 443% | 24 | 2000 | 445.00 Factory 


THE NATIONAL SAFE AND LocK COMPANY 


Established 1883—47 years ago New York Office Chicago Office Los Angeles Office 
General Offices—-2345 East 69th St. 388 Broadway Tower Bldg. Baldwin & Burke Safe Co. 


Works— East 69th to 70th St. & Pennsylvania R. R. 6 N. Michigan Ave. 1429 S. Los Angeles St. 
CLEVELAND, U. S. A. Sales Engineers Quickly Available In All Principal Cities = 


This Book 


| 
= 


2345 East 69th Street, Cleveland, Ohio 
Please send me your FREE book on National Bank Vault Doors and full infor- | FREE DS ica o 
mation on the subjects I have checked below. If youare planning | |g) =n 
to buy a new vault | 


| Daylight Robbery [Vault Linings O Grille Partitions 
| O) Safe Deposit Boxes [] Vault Systematizers [Chests (J Vault Lockers | ment, this book, 
| 


contains facts of 
vital importance to 
you. Our 47 years 
of experience are 
at your service. 


CLIP AND MAIL THIS COUPON NOW 


When writing to advertisers please mention the American Bankers Association Journal 
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TELLER. 


How Do YOU 
Bridge this “Gap”? 


GAP of several floors often exists between these 

two departments. Yet direct communication 
between them must be swift and sure if tellers are to 
perform their duties properly. 


Checks must be certified . . . balances obtained .. . 
signatures verified. 


In scores of representative banks, Lamson Baby 
Tubes are bridging this “gap”—silently and swiftly. 
In a flash they take the check itself to the bookkeeper 
for written approval. So swift are they that the check 
is returned before the money is counted twice. Cus- 
tomers neither see nor hear the teller’s request for in- 
formation. 


Baby Tubes are easy to install and maintain—no 
alterations of your present equipment are necessary. 
Their cost is ridiculously low, or they may be leased 
if desired. Write for “Protection, Precision, Privacy,” 
a booklet which explains their use in banks. 


THE LAMSON COMPANY 
Syracuse, New York 


Offices in Principal Cities 


A | ISON Put Your Bookkeepers at Your Teller’s Elbow 


When writing to advertisers please mention the American Bankers Association Journal 
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Causes of the Market Collapse 


Colossal Output of New York Issues Thrust Upon the Market 
Converted Orderly Price Declines Into a Complete Collapse. 
Short Interests Absolved of All Responsibility by Inquiry 
Which Showed Only Fractional Proportion of Selling Orders. 


HAT the stock market thinks 

of what happened when the 

market broke last autumn, 

offers one of the most in- 
teresting expressions of opinion as to 
that event that has been made since the 
sudden turn in the tide of security prices. 
E. H. H. Simmons, president of the New 
York Stock Exchange, in a recent ad- 
dress before the Transportation Club of 
the Pennsylvania Railroad, gave the 
market’s view of the collapse. The 
JOURNAL is presenting excerpts from 
that address in which he said: 

“The primary cause of the panic was 
undoubtedly the high level of prices 
which so many American share issues 
had attained. As a _ result, various 
forces, making for declining security 
values, encountered in the early fall a 
stock market whose high prices rendered 
it very vulnerable. 


Lack of Equilibrium 
6“ NOTHER contributing cause was 

f.. ye practice of gaging the value 
of securities by multiplying their most 
recently reported net earnings per share 
by some factor which was deemed to be 
applicable to the industry in which the 
company was engaged. This method of 
valuation, while perfectly proper, leads 
to inflation in periods of great indus- 
trial activity. 

“Every serious break in the stock 
market is always attributed to over- 
speculation, but if we are to ascertain 
its exact responsibility for the 1929 
stock panic, we must consider the actual 
facts. When one studies the volume of 
share trading on the Stock Exchange 
during recent years, it becomes at once 
apparent that the peak of activity oc- 
curred not before the crisis of October, 
1929, but in November, 1928. 

“This is all the more striking because 
of the fact that during 1929 there 
were added to the list over three hundred 
and fifty million additional shares of 
stock. Naturally, the only accurate way 
to measure Stock Exchange activity is 
to consider the proportion of listed 
shares turned over. Figures in this re- 
gard show that through the first half 
of 1929, share dealings on the New York 
Stock Exchange were declining both ac- 
tually and in proportion to share list- 
ings. 

“If mere volume of dealings or pro- 


portionate velocity of dealings on the 
Exchange were a cause of the panic, we 
should have had a panic not last fall but 
a year ago. 

“Actually, it is not so much the vol- 
ume of dealings in shares which indi- 
cates a dangerous stock market situation 
as the quality and the equilibrium of 
speculation in the stock market. For 
various reasons we have had in the stock 
market an extraordinary willingness to 
buy and an equally extraordinary unwill- 
ingness to sell. It was this lack of 
equilibrium which really made trouble. 


Right Financing 


NOW come to the factor which, at 
least in my own judgment, converted 
an inevitable but orderly declining se- 
curities market during September into 
the panic which we witnessed in October 
and November. I refer to the colossal 
output of new stock issues thrust on the 
market during September and October. 
“The year 1929 had already proved to 
be a very active year in the production 
of new securities. In addition to a rec- 
ord amount of new stock issues publicly 
offered, the market was called upon to 
absorb an enormous amount of new 
stock issued by our leading companies 
through rights to subscribe. During the 
first ten months of 1929, companies listed 
on the New York Stock Exchange alone 
acquired the aggregate sum of $2,319,- 
302,000 through right financing, which at 
the same time burdened the market with 
new securities to the extent of approxi- 
mately $3,328,800,000. 

“This right financing was particularly 
active in June last, when listed companies 
obtained $816,674,300 by the issuance of 
new securities which had a current 
market value of approximately $1,276,- 
092,000. At the same time the public 
offerings of share issues, already very 
great, proceeded unabated; in July they 
amounted in net capital to about $800,- 
000,000, in August to $750,000,000, in 
September to the prodigious sum of $1,- 
200,000,000, and even in October to $725,- 
000,000. In each of these months, the 
bulk of the securities offered to the pub- 
lic consisted of share issues, and largely 
represented the securities of new invest- 
ment trusts and finance companies. In 
September alone, investment trusts and 
holding companies put on the market 
about $650,000,000 of new securities. 
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American Inexperience 


ssf N ordinary circumstances, such a 

huge issuance of new _ securities 
would at once have seemed excessive. 
But the idea seemed to prevail that in- 
vestment trust and finance company is- 
sues did not actually absorb any new 
public capital, because the proceeds of 
these issues would be used to purchase 
other outstanding issues. Many of these 
trusts, however, loaned money on cal! 
and invested in foreign securities, instead 
of immediately buying American securi- 
ties. The situation would have been 
vastly healthier if the public could have 
gained a more accurate idea of the ac- 
tual assets behind American investment 
trust and finance company issues. 

“The New York Stock Exchange had 
already formulated listing requirements 
for investment trust issues, calling for 
just such a disclosure of security port- 
folios, but few trusts listed their issues 
on the Stock Exchange, with the result 
that this effort for more widespread 
publicity as to investment trust assets 
and earnings proved of little avail. The 
investment trust has, of course, been a 
completely new feature in American fi- 
nance, and its nature and functions have 
been very widely misunderstood and mis- 
interpreted. Unfortunately, the results 
of American inexperience with invest- 
ment trusts were visited last fall not 
merely upon investors in these trusts 
but upon the whole American securities 
market. 


Short Selling Exaggerated 


$6 FTER every stock panic people 

who have suffered losses, very 
humanly, hunt about for something or 
somebody upon which to lay the blame. 
At such times the short seller always 
comes in for sharp criticism because he 
is assumed to have made profits at a 
time when the vast majority of investors 
have suffered losses. Short selling is 
then constantly harped upon and greatly 
exaggerated and every price decline is 
promptly and positively attributed to 
bear raiding. The last panic was no 
exception to this rule. Entirely sincere 
and public spirited citizens have taken 
the New York Stock Exchange to task 
for not prohibiting short selling, either 
temporarily or permanently. 

(Continued on page 823) 


A Celestial Bank Run by Women 


By L. LEUNG 


San Francisco’s Chinatown Has a Bank Operated Wholly By 
Chinese Women. Orient and Occident Mingle in an Institution 
Where Modern Mechanical Aids and Ancient Writing Materials 
of China Stand Side by Side in an Atmosphere of Old Peking. 


HERE’S a bank in San Fran- 

cisco that probably has caused 

some several thousand honorable 

ancestors to give ghostly gasps 
of horror. 

However violently these ancestors may 
have shuddered they have not out-shud- 
dered some of their more venerable 
descendants. 

Sixteen Chinese girls are operating the 
bank—a branch of the Bank of America 
of California—and there’s not a man 
employee about the place except the docile 
janitor. 

These sixteen girls handle a large 
proportion of all the money that circu- 
lates through Saa Francisco’s populous 
Chinatown. They work in a real palace 
of oriental splendor on Grant Avenue 
through which the whole commercial and 
social life of the district flows. 

If the bank were located in Shanghai 
or Canton it could not be more typically 
Chinese in architecture and interior dec- 
oration. Only recently completed, the 
building has become one of the show- 
places of the city. 


Good Luck Is the Motif 


TS front suggests in color and design 
l the entrance to a Chinese temple. In- 
side Chinese red and black form the 
vivid color scheme. 

The motif of the interior decorations 
is the ideograph meaning “Good Luck.” 
A teakwood table, intricately carved, 
which once graced the Imperial palace 
of the Manchus in Peking, is used by 
the manager. It attracts many art con- 
noisseurs who visit the bank especially to 
inspect this rare piece. 

These surroundings and the prev- 
alence of the good luck character make 
an effective contrast to the highly effi- 
cient American methods used in oper- 
ating the institution. There is abundant 
evidence that the feminine staff places 
no reliance on the symbol in conducting 
the affairs of the place. 


Brushes and Ink Pots 


LTOGETHER, it is a unique bank, 
A: striking combination of oriental 
beauty and occidental utility. Alongside 
of the most modern tabulating machines 
are the brushes and ink pots of the style 


Invaders 


Fo centuries the Chin- 
ese have been cele- 
brated as bankers all over 
the East. Also they have 
been celebrated all over the 
world for their tenacity in 
clinging to the customs of 
their ancestors, which 
looked upon women in busi- 
ness as an impossibility. 
But in this country Chinese 
women have not only en- 
tered business but have in- 
vaded the field of banking. 
This article describes what 
is probably one of the most 
unusual developments in 
banking in recent times. 


that have been used for centuries to draw 
involved Chinese ideographs. 

The employees speak both English and 
Chinese, revealing in neither language a 
foreign accent. The names of the tel- 
lers are inscribed in Chinese at their 
windows, most of the bank’s advertising 
literature is done in both English and 
Chinese and even a clock on the wall 
has Chinese figures on its face. 

This Chinatown bank is built around 
a personality—Miss Dorothy Gee, its 
manager. She has been with the insti- 
tution since she was fifteen years old. 
She started with the Chinatown branch 
of the old French bank, and when the 
branch became part of the Bank of 
America of California she was placed 
in full charge of it. She contrived to 
secure an all-woman staff, carefully 
schooling each of her employees. 


Few Bad Checks 


T first she found the majority of 
her countrymen unwilling to trust 
their money to a bank. But not only did 
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she overcome traditional opposition 
aroused by her réle in the commercial 
world, but she soon succeeded in win- 
ning the confidence of the older Chinese. 

Today most of her depositors are old- 
time friends. They visit her with all 
their financial problems and consult her 
as to their numerous transactions. 

She has fewer “risks” than most bank- 
ers because of the character of her 
patrons. From time immemorial Chinese 
honesty has been proverbial. Consequent- 
ly it is seldom she encounters a bad 
check or an overdrawn account. 


“IT Am an Honest Man’’ 


N the other hand she has a full 
measure of difficulties when it 
comes to making loans. She cites as an 
example an old man who was insulted 
when she explained she could not lend 
him money unless he furnished security. 
“You have known me for years and 
you don’t trust me?” said the elderly 
applicant, hurt and amazed. “I am an 
honest man. Everyone knows it. I will 
no longer use this bank if you haven’t 
any faith in my word.” 

And, as in many other instances of 
a similar nature, it required tact to con- 
vince him that she trusted him com- 
pletely but must insist on certain formal- 
ities for her reports and his own protec- 
tion. 

Because they are unlike their Amer- 
ican contemporaries in that they do not 
feel under obligation to “keep up with 
the Joneses,” the Chinese carry con- 
siderable funds in savings accounts. 


Its Unique Status 


AFE deposit boxes are in great 

demand. Nearly every Chinese fam- 
ily has a collection of jewelry that is 
rarely worn—jade pins and rings, opal 
and jade pendants and heavy medals of 
pure gold. Most of it, acquired at births 
and weddings, is impractical for every- 
day use and therefore is locked up in the 
bank’s strong boxes for safekeeping, to 
be handed down from generation to gen- 
eration. 

From a banker’s viewpoint the Chinese 
are eminently worthwhile customers. In 
San Francisco, where they number more 
than 10,000, they are a factor in the 
financing of various projects. 
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WuERE 


SERVICE 
KEEPS PACE with 
RESOURCES 


Northwest Bancorporation has the resources, plus 
a desire to serve, which meets your every banking re- 
quirement in the Middle Northwest. With $478,- 
000,000 in resources, and with 93 banks and trust 
companies in leading centers, this great financial 
institution offers to bankers a unified service through- 
out this territory ...... When you form a con- 


CREAT BANKING nection with any Northwest Bancorporation Bank, ‘ 


er the service of the entire group of 101 institutions 


instantly becomes available to you. All of the ad- 
vantages of our personal knowledge and contacts ex- 
tending throughout the Middle Northwest are yours. 
Whatever information or help you may want in mak- 
ing more intimate acquaintance with 

individuals or the conditions of the 

territory can be had through this one 

source. We invite you to draw upon the 

experience and resources of this great 

banking group in the Middle North- 

To interested bankers, we 

will be glad to send the Northwest 
Bancorporation booklet: “Blazing a 

new financial trail.” Write the North- 

west Bancorporation, Minneapolis. 


NORTHWEST BANCORPORATION 


COMBINED RESOURCES OVER $478,000,000 
MINNEAPOLIS, MINNESOTA 


When writing to advertisers please mention the American Bankers Association Journal 
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ONLY THE 


NATIONAL POSTING MACHINE 


PROVIDES THESE FIVE 


IMPORTANT FEATURES 


THREE PRINTED RECORDS 
AT ONE OPERATION 


PRINTED ENTRIES THAT 
CANNOT BE CHANGED 


TOTALS OF DIFFERENT 
TRANSACTIONS 


PRINTED JOURNAL SHEET 


ONE-KEY CONTROL 


BANKS have been quick to install the 
National Posting Machine because it 
provides results they have always wanted 
but have never been able to secure before. 


To post depositor’s passbook, and bank’s 
ledger card at the same operation in un- 
changeable figures has always been the 
ideal of the bank. The National Posting 
Machine has made that possible for the 
first time in banking history. Pen and 
ink posting has been eliminated. 


As a result these machines have been 
installed by such institutions as National 
City Bank using 75 machines, Bank of 
Italy using 36 machines, Bowery Savings 
Bank using 28 machines, Drydock Sav- 
ings Institution using 16, and hundreds 
of others of large and small banks. 


Ask our representative in your city to 
explain this machine to you and point 
out what it will accomplish both for you 
and for your depositors. 


THE NATIONAL CASH REGISTER COMPANY 


World’s Outstanding Producer of Accounting Machines and Cash Registers 
DAYTON, OHIO 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Moderate Recovery Noted in Basic Industries but Trade Still 
Running Below Normal. Money Rates Easing Throughout the 
World Gradually. American Banking Situation Strong. Demand 
for Bonds Improves. Stock Markets Are Showing Better Tone. 


MODERATE recovery is tak- 

ing place in the steel, automo- 

bile, building and other basic 

industries, but it is too early to 
say that general business will be back to 
normal or above in a few weeks. Doubt- 
less this recovery is partly caused by the 
usual seasonal expansion, partly by the 
extremely low level to which activity de- 
clined in December, and partly by the 
upward turn of the business cycle. Most 
signs point to business being on the mend 
but it will take several months to work 
back to a healthy state and to completely 
readjust itself after the excesses of last 
year. If the recovery is forced there is 
danger of a secondary reaction. What ap- 
pears necessary is the avoidance of false 
starts, and a gradual but genuine ac- 
celeration up to reasonable speed and 
volume. In this the bankers can exert a 
guiding influence by not encouraging 
their customers to over-optimism, al- 
though over-pessimism would be equally 
harmful, and the low ebb of confidence at 
the moment is really worse than actual 
conditions warrant. Judged by the ordi- 
nary barometers and statistical series 
that are used to measure business ac- 
tivity, we are not passing through a de- 
pression but only a painful recession 
which promises to be of comparatively 
short duration. 


Furthering Easing of Money 
Rates 


ONEY rates have eased further, not 

only in the United States, but 
throughout the world, reflecting the 
liquidation of credit released by the col- 
lapse in American stock markets. Fed- 
eral reserve banks and member banks 
are in a' strong position. Cold weather 
has brought a good trade in seasonable 
merchandise and is helping the coal in- 
dustry. Curtailment of crude petroleum 
production has apparently met with suc- 
cess for the first time in years. Prices 
are down somewhat in a number of raw 
materials, such as rubber, textiles, steel 
and the non-ferrous metals, except cop- 
per, and this tends to retard sales and 
decrease earnings. It is a world move- 
ment, however, and rather than attempt 
opposition that is certain to be futile 
it would perhaps be better to look to 
the advantages that will result, through 
lowering the cost of living and increas- 


ing our ability to compete in the export 
trade in foreign markets. Unemployment 
has become a matter of real concern, but 
with a continued recovery in business 
and the arrival of the season for out- 
of-door work it may be expected to 
diminish. The dropping of employees in 
the present drive against “overhead” is 
being carried to the extreme, just as the 
expansion of business in the boom times 
of recent years was carried to the ex- 
treme. 


Recovery in Production 


ROBABLY the three outstanding 


features of the business situation at 
this time are the marked rise in opera- 
tions of the steel mills, the large amount 
of unfilled orders with which many of 
the leading companies went into the new 
year, and the promise of a very substan- 
tial building program in 1930. Steel pro- 
duction took a sharp drop in the closing 
weeks of last year but since the holidays, 
when the customary slowing down low- 
ered the rate to 35 or 40 per cent of 
capacity, production has speeded up con- 
tinuously until it is now around 75 per 
cent. This is somewhat below that of a 
year ago, when the industry was unusu- 
ally active, but compared with 1928 or 
other normal years it is not far out of 
line. Demand is increasing for sheets, 
strips, bars, etc., from the automobile 
manufacturers and for structural shapes 
from building contractors, while there is 
continued good buying by the railroads 
of track material and, through the build- 
ers of cars and locomotives, of steel for 
new rolling stock. Prices have weakened 
on some specifications but it is not an- 
ticipated that the price situation will get 
out of hand if orders keep coming in as 
freely, with insistence on prompt ship- 
ments. 

Building construction in January 
showed some increase over December 
but was still running slightly below a 
year ago. Contract awards in Decem- 
ber, as reported by the F. W. Dodge 
Corporation, amounted to $316,000,000 
and were off 26 per cent from December, 
1928, while awards for the full year 
came to $7,677,454,000 and were off 13 
per cent. Outlook for 1930 is for a 
building expenditure well in excess of 
1929, the Dodge estimate being $8,514,- 
000,000, which is about the same as the 
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average for the past five years, 1924-28. 
The largest increases are in residential 
building and public works. With mort- 
gage money rates again down to normal 
it will be possible to finance residential 
building at reasonable costs, and the 
retarded activity last year has done 
much to correct the conditions of over 
supply that then existed. There is a 
very considerable demand for public im- 
provements, both buildings and engineer- 
ing works, and the President’s confer- 
ences have thrown the spotlight on the 
necessity for this class of construction 
to go ahead in order to stabilize business. 
Municipal financing is again possible at 
normal rates. 


Automobiles and Machinery 


ACH week brings a further seasonai 

gain in the automobile industry. 
Annual shows in New York, Chicago and 
Detroit had a large attendance and the 
displays were apparently received with 
favor. This year a larger number of 
new models were introduced than has 
been customary but the radical changes 
as compared with previous models were 
fewer, the real feature of the shows be- 
ing the uniformly good appearance and 
mechanical quality that the buyer of any 
car secures nowadays. There was a 
trend from four cylinders to six, and 
from six to eight, while Cadillac pre- 
sented its new sixteen cylinder engine. 
other makers introduced four-speed 
transmissions and there were three 
front-wheel drives, but aside from this 
the average car has now been perfected 
to the point where radical changes are 
no longer necessary. 

News from the motor centers is 
optimistic, but more conservative than 
at this time last year, when the esti- 
mates of individual companies totaled up 
8,000,000 cars or more. December out- 
put fell to 119,500 vehicles of all classes. 
which is the lowest for any month since 
1922. This helped to cut down inven- 
tories of finished cars on hand at the 
year-end, and January production was 
expanded rather slowly and was prob- 
ably around 200,000, or only half that 
of a year ago. Ford Motor Company 
has announced that its February sched- 
ule will be 136,000 and March at least 
170,000, both slightly under last year. 
Chevrolet sales in January are believed 
to have exceeded those of 1929. 
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With the adherence to conservative 
policies, there is increasing confidence 
‘that the motor industry will have an 
active year and that total production in 
1930 may not fall short of the 1929 high 
record by 15 per cent or more, but only 
by 5 or 10 per cent. 


Close to Capacity 


ACHINERY and machine tool 
makers have been experiencing a 
fair volume of business since the first 
of the year, consisting largely of small 
but well diversified orders. Spread of 
demand territorially is also favorable, 
although a few sections of the coun- 
try report more spotty conditions than 
those prevailing in the latter part of 
1929. A number of plants are still 
operating close to capacity to catch up 
on heavy backlogs carried over into the 
new year, and current rate of inquiry 
is encouraging for a wholly normal rate 
of demand during early future months. 
In the electrical equipment trade, 
strengthening tendencies have been noted 
since the first of the year and are ex- 
pected to become more pronounced as 
the first quarter progressed. Increased 
buying and inquiries for equipment are 
coming to the front as plans for projects 
soon to be started are formulated. In 
fact, commitments thus far for heavy 
equipment are reported to be of a 
larger volume than in the ‘similar period 
of 1929. Such demands are coming from 
public utilities starting further improve- 
ment and expansion of central station 
facilities, rehabilitation of industrial 
properties and carrying out of railroad 
electrification programs. On the other 
hand, requirements for parts and sup- 
plies for household appliances and radios 
are small. In the aggregate, however, 
operation and demand compare favor- 
ably with a year earlier. 


Copper 


CTIVITY in the electrical, building, 

automobile and other industries has 
permitted copper producers to maintain 
the price at 18 cents although the situ- 
ation still remains at a deadlock, with 
buyers operating on a hand-to-mouth 
basis except for occasional spurts. 
They have been talking lower prices for 
several months and pointing to the 
mounting stocks of refined metal, while 
producers contend that the 18-cent price 
is not too high, as compared with pre- 
war and with other commodities, and 
that stocks of refined are not excessive, 
in that they are counterbalanced by low 
stocks in the hands of consumers who 
have reduced their warehouse inventories 
to a minimum in an effort to delay pur- 
chases. Some further curtailment of 
mine and smelter production was re- 
ported during the month. Lead and zinc 
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prices have been reduced materially and 
buying is in fair volume. 


A Mixed Outlook in Other 


Lines 


SURVEY of conditions in other 

major industries shows that out- 
look is highly irregular, with the num- 
ber of lines having poor prospects out- 
numbering those having good prospects. 
Agricultural implement manufacturers 
had a good year in 1929, even though 
it did not show as large a gain over the 
preceding year as was hoped for, and 
the current year should be good even 
considering the present slowing down in 
grain exports and the difficulty of fore- 
casting crops so early in the season. 
Chemical manufacturers are enjoying a 
continued steady growth in demand for 
industrial chemicals, and their produc- 
tion is so diversified and is used by such 
a wide range of industries that they are 
little affected by recession in business 
unless it is very general and prolonged. 
The fertilizer branch of the industry, 
however, is in not quite such a promis- 
ing position as the makers of industrial 
chemicals, because of the unsatisfactory 
prices of cotton and other agricultural 
products. 

Office and business equipment has suf- 
fered from the slump in business only 
moderately, for the reason that a de- 
creasing profits trend provides’. the 
strongest arguments for labor saving 
devices, cash registers, adding and com- 
puting machines, etc., that will reduce 
the possibility of leaks, and our export 
trade in business equipment is forging 
ahead in splendid fashion. The ship- 
building industry is still expanding 
under the stimulus of legislation grant- 
ing loans at low interest rates for the 
construction of vessels by companies that 
hold mail carrying contracts. Regard- 
ing the shipping companies themselves, 
the conditions are not so favorable and 
freight rates are subnormal, while pas- 
senger traffic is subject to the keenest 
possible competition from foreign lines. 


The Oil Industry 


N the oil industry the feeling is op- 

timistic, although a considerable time 
must still elapse before conditions are 
really satisfactory, but the production 
of crude petroleum has now been definite- 
ly checked and demand continues to 
show a large though decreasing rate of 
increase. A curve of consumption rises 
each year by about one per cent less than 
the preceding year, but last year was 
14 per cent, and the application of the 
compound-interest formula will show the 
staggering total that will be reached in 
the next few years. Railroad equipment 
is another industry in which projects 
may be said to be good, though hardly 
excellent, for the bulk of the season’s 
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orders for locomotives and cars have now 
been placed and business will be on a 
declining level of activity from now on. 

Among the less favorably situated in- 
dustries might be mentioned the textiles 
and apparel. Sale of men’s and women’s 
clothing has been stimulated by the 
genuine winter weather of the last 
month, but in some sections there were 
such storms that shoppers could not get 
to the stores, this being true particu- 
larly in the West. Spring buying has 
been on a basis of caution, as might be 
expected in an industry that is so highly 
competitive, that depends on changing 
styles and that is so largely centered in 
New York City adjacent to the security 
markets. 

Buying of leather and shoes has been 
somewhat curtailed, and 1930 is not ex- 
pected to be much more prosperous than 
1929, which was only fairly so. A cer- 
tain hesitation was caused by the long 
debate in Congress as to a tariff on 
hides, which apparently will be left on 
the free list. The rayon yarn industry 
is beginning to emerge from its seasonal 
recession, and sales are showing some 
improvement, but the other textile in- 
dustries which use rayon for mixtures 
are still running far below capacity. 
Raw silk prices declined to the lowest 
level in fourteen years under the pres- 
sure of rapidly rising stocks, but there 
has been some recovery recently and the 
trend to longer dresses will aid through 
making people purchase new garments 
and using more yardage. Raw _ wool 
prices have fallen to such an extent that 
goods prices have been forced down to 
the cost of production or even lower, if 
overhead, plant depreciation, etc., be 
allowed for. 

Aircraft production increased last 
year by 51 per cent in numbers and 96 
per cent in values, but the industry is 
still unsettled because of the many small 
and weakly financed companies that have 
been formed in the last two years, and 
the outlook is favorable only over the 
longer range view. Automobile tire pro- 
duction is running well below capacity, 
in fact it is estimated that the three 
leading companies could supply the coun- 
try’s entire requirements, and despite the 
fact that crude rubber is obtainable at 
the low price of 16 cents per pound there 
is very little money to be made in origi- 
nal equipment contracts, but only in re- 
placements. Over-capacity explains the 
low prices for a number of other indus- 
tries, in which there has been noted little 
recovery from their depressed state, in- 
cluding coal mining, cotton goods manu- 
facturing and sugar production. 


Banking Position is Strong 


HERE is less attention being given 

money and banking as to its bear- 

ing on the general business situation 
(Continue on page 824) 
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New — 


in Your Trust Department 


Ax not the problems you today face in your Trust 
Department far different . . . distinctly more complex . . . 
of greater import, in profit possibilities, to say nothing of 
prestige ... than they were even a few short years ago? 


For, in the first place, your bank is expected to minutely analyze 
trust funds, as a whole, immediately they come under your juris- 
diction. This task, in and of itself, grows increasingly difficult as 
new accounts embracing more widely diversified and less prudently 
selected investments enter your department. 


Then, if your survey indicates that the portfolio requires strength- 
ening, your judgment is held accountable for the selection of fresh 
holdings. 


Finally, and perhaps most important of all, machinery must be 
set in motion for safeguarding the widely diffused ramifications of 
the often highly complicated estate. 


Anything less than such a thoroughly scientific stewardship in- 
variably leads to trouble... loss of business... loss of prestige. 
Yet—all of these zew problems enter the picture when the multi- 
tudinous calls on the average banker’s time and talents are increasing 
at an amazing rate! 


In this connection, it would be presumptuous to maintain that 
one or more “Standard Services” in your Trust Department would 
immediately equip you to render a unique, business-building pro- 
gram of expansion for your present trust activity. 


Nevertheless, it is quite possible that a combination of these 
publications—several of which, as a matter of fact, are particularly 
edited with the problems of the modern Trust Department in 
mind— might very definitely fit in with your plans 
and problems. 


If you care to write us frankly about your fiduciary 
activity, we will not only—of course—respect your 
confidence, but also place before you some interesting 
facts relative to “Standard Services,” which might 
prove eminently helpful in your Trust Department, | YY 
particularly at this time. REMOVE THE DOUBT 


STANDARD STATISTICS Co., INc. 


The Largest Statistical Organization in the World 


200 VARICK STREET NEW YORK CITY 


When writing to advertisers please mention the American Bankers Association Journal 
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Typically American 


in Origin 


and Principle 


The circuit rider, from colonial days down 

to 1860, visited isolated country homes— 

preaching, praying, advising, and bring- 
ing the news of the day. 


measurable advantages for the policyholder. 


, Mutual casualty insurance companiesare cor- 
porations owned and controlled by their policy- 
holders. There are no stockholders. Savings 
effected by careful management are returned an- 
nually to policyholders. 


No institution or business is more essentially 
and typically American than mutual insurance. 

Founded twenty-five years before the sign- 
ing of the Declaration of Independence — 
mutual insurance has grown with the country 
— shared in and contributed to its greatness. 


An interesting and worth-while booklet on 
mutual casualty insurance will be sent on re- 
quest. No solicitation will follow. Address 
Mutual Casualty Insurance, Room 2203, 180 
North Michigan Avenue, Chicago, Illinois. 


The basic principles of mutual insurance re- 
flect the spirit of colonial America. Born ata 
time when honesty, sincerity and helpfulness 


between men was essential almost to existence eels MUTUAL PROTECTION IS AVAILABLE 
itself —mutual insurance has adhered to these 
fu ndamentals for over 177 years. Accident and Health Liability (all forms) 
7 . . . Automobile (all forms) Plate Glass 
Mutual coverage for casualty risks, either \ = Burglary and Theft Seiiaiis ntaie 


individual or corporation, has distinct and NGS Workmen's Compensation Fidelity 


MUTUAL CASUALTY INSURANCE 


These Old Line Legal Reserve Companies Are Members of 
NaTIONAL AssociATION oF Mutruat CasuaLty Companies and AMERICAN MuTvuAaL ALLIANCE 


Allied Mutuals Liability Insurance Co., New York City; American Mutual Liability Insurance Co., Boston, Mass.; Builders Mutual Casualty Co., Madison, Wis.; Central Mutua 
Casualty Co., Kansas City, Mo.; Employers Mutual Casualty Co., Des Moines, Ia.; Employers Mutual Liability Insurance Co., Wausau, Wis.; Exchange Mutual Indemnity Insurance 
Co., Buffalo, N. Y.; Federal Mutual Liability Insurance Co., Boston, Mass.; Hardware Mutual Casualty Co., Stevens Point, Wis.; Interboro Mutual Indemnity Insurance Co., New York 
City; Jamestown Mutual Insurance Co., Jamestown, N. Y.; Liberty Mutual Insurance Co., Boston, Mass.; Lumbermens Mutual Casualty Co., Chicago, I/l.; (American) Lumbermens 
Mutual Casualty Co, of Illinois, New York City; Merchants Mutual Casualty Co., Buffalo, N. Y.; Michigan Mutual Liability Co., Detroit, Mich.; Mutual Casualty Insurance Co 

New York City; Texas Employers Insurance Association, Dalla:, Texas; U. S$. Mutual Liability Insurance Co., Quincy, Mass.; Utica Mutual Insurance Co., Utica, N. Y. 


When writing to advertisers please mention the American Bankers Association Journal 
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A.D.T. PHONETALARM 


The Biggest Leak 


(Continued from page 739) 


These are in the right direction but 
why do this work for less than cost? Let 
us analyze what our time and the time 
of our help are worth. 

I find our miscellaneous expense is 64 
per cent of the salaries. This is less 
than most large banks. Members of the 
Federal Reserve System showed 86.1 per 
cent for 1925 and 86.6 per cent for 
1926. Let us assume the salary of the 
cashier of the small country bank to be 
$200 per month. Figuring twenty-six 
days to the month it is $7.69 per day and 
with 8 hours per day ninety-six cents per 
hour. Now add to this 64 per cent for 
overhead, or 61 cents and we have $1.57 
per hour. How can any one make out in- 
come tax reports without losing money? 
I am sure we are not getting cost for the 
service rendered and surely not a profit 
on our time. 

We maintain at a loss a checking 
service for more than 50 per cent of our 
customers. We hesitate to make a ser- 
vice charge on these small accounts be- 
cause we think that some other depart- 
ment can make a profit on them. But a 
careful analysis shows that these other 
departments are run no better and that 
the more business we have from these 
50 per cent, the larger will be our loss. 
But let us take heart, the real consolation 
is in this: The remedy is in our own 
hands and under our control if we will 
only apply it. 


Shortage of Capital? 


(Continued from page 744) 


Students of economic history are 
familiar with the see-saw which once 
existed in the textile industry. At 
times, the art of spinning ran ahead 
of that of weaving and at other times 
the art of weaving ran ahead of that 
of spinning. When the art of spinning 
ran ahead of that of weaving there was 
a relative superfluity of spinners and a 
relative scarcity of weavers. When the 
art of weaving ran ahead of that of 
spinning, there was a _ superfluity of 
weavers and a scarcity of spinners. 


A Moral Vacation 


SIMILAR interdependence exists 

between the function of the in- 
ventor and that of the saver and in- 
vestor, and a similar see-saw is a 
possibility. When invention runs ahead 
of accumulation, there will be a relative 
superfluity of inventors and a relative 
scarcity of savers and investors, and vice 
versa. If inventors were all to take a 
sabbatical year, and if the rate of ac- 
cumulation should go on unchecked, we 
should have a sharp drop in rates of 
interest, indicating a relative abundance 


This shows how 
A.D. Phonetalarm 
Sound Detectors are 
installed on the ceil- 
ing of a new or 
existing vault. 


isalways guarding your vault 


To-day—to-morrow—years hence, A.D.T. Phonetalarm is 
always guarding your vault against possible attack. It gives 
complete protection with its sensitive sound detectors installed 
on the ceiling of the vault. 


Noises or disturbances within or on the surface of the vault 
are immediately detected, causing an immediate alarm to be 
sounded by the A.D.T. Vault Alarm on the exterior of the 
building. 


A.D.T. Phonetalarm is equally suitable for new or old vaults. 
May be operated locally or through A.D.T. Central Stations 
in principal cities throughout the country. 


An Underwriters’ approved grade “A” System. Write for 
complete details. 


Controlled Companies of 


American District Telegraph Co. 
155 Sixth Avenue, New York, N. Y. 


A. D. T. Vault 


Alarm Housing, 
designed har- 
monize with any 


architectural 
scheme. 
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NE of the many surprising 
©) vistas in the largest single 


banking room in the world— 


m UNION TRUST 


CLEVELAND 
Resources over $300,000,000 
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of capital. If savers and accumulators 
should all decide to take a moral vaca- 
tion and proceed to waste their substance 
in riotous living, there would be such a 
scarcity of capital as not only to raise 
the rate of interest sharply, but to leave 
the inventors without any market for 
their inventions. 

In the future as in the past, it will 
be a race between the inventors, who 
show us new ways of using capital, and 
the accumulators who supply the invest- 
able capital to install the new inventions. 
If thrift and sobriety increase, it will 
be safe to bet on the accumulators, that 
is, to anticipate a fall in the rate of 
interest and a rise in the selling price 
of bonds and other income-bearing prop- 
erty. If the cult of idleness, unthrift, 
and inebriety should spread, while in- 
ventors remain active it will be safe to 
bet on the inventors. That is, it will 
be safe to assume that interest rates 
will rise, the selling price of income- 
bearing property will fall, and inventors, 
because of their preponderance on the 
market, will suffer a decline in the mar- 
ket for their products. 


Banking Measures 
in the 71st Congress 
(Continued from page 742) 


associations with the approval of the 
Comptroller of the Currency and upon 
the order of a court of record of compe- 
tent jurisdiction, to compromise, before 
or after judgment, the individual liabil- 
ity of any shareholder of such associa- 
tion. The bill will, to a large extent, ex- 
pedite the settlement of affairs of failed 
national banks. The bill as it passed 
the Senate is now in the hands of the 
Committee on Banking & Currency of 
the House of Representatives. 


Cancellation of Federal 
Reserve Bank Stock 


ILLS to amend Sections 6 and 9 of 

the Federal Reserve Act designed 
to facilitate the cancellation of Federal 
reserve bank stock in certain cases where 
member banks have ceased to function 
have been introduced in Senate and 
House (S. 2666, Norbeck Dec. 14, 1929; 
H.R. 6604 McFadden, Dec. 5, 1929). The 
Senate bill was on Dec. 20 reported with- 
out amendment, and the House bill was 
on Jan. 23 reported with clarifying 
amendments and is now on the House 
Calendar. In a number of cases, Fed- 
eral reserve banks have experienced 
great difficulty in securing the surren- 
der of Federal reserve bank stock held 
by member banks which have ceased 
entirely to do business but which have 
not technically gone into voluntary liqui- 
dation or into the hands of a receiver. 
Under such circumstances, Federal re- 
serve banks have sometimes been com- 
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pelled to pay dividends in large amounts 
on stock held by banks which have ceased 
to do business and ceased to maintain 
reserve accounts with them. The pro- 
posed legislation would remedy the situ- 
ation by providing means for cancella- 
tion of the stock and payment of the 
proceeds to the proper representatives. 


Limit of Rediscounts 


R. McFADDEN has intrduced a 

pill (H.R. 9046 Jan. 23, 1930) to 
amend the fourth paragraph of Section 
13 of the Federal Reserve Act which re- 
lates to limitation on the amount of ob- 
ligations which may be rediscounted by 
a Federal reserve bank for a member 
bank. The paragraph would be amended 
to read as follows: 

“The aggregate of notes, drafts, and bills 
upon which any person, copartnership, asso- 
ciation, or corporation is liable as maker, 
acceptor, indorser, drawer, or guarantor, re- 
discounted for any member bank, shall at 
no time exceed the amount for which such 
person, copartnership, association, or corpo- 
ration may lawfully become liable to a na- 
tional banking association under the terms 
of section 5200 of the Revised Statutes, as 
amended: Provided, however, That nothing 
in this paragraph shall be construed to 
change the character or class of paper now 
eligible for rediscount by Federal reserve 
banks.” 


Miscellaneous Bills 


ILLS have been introduced on a 

wide variety of other subjects 
affecting banks, detailed mention of 
which our space will not permit. Among 
these bills are: Mr. Stevenson’s bill 
(H.R. 8656) to substitute insurance for 
stockholders’ liability in national banks; 
a bill introduced by Mr. Strong (H.R. 
5634, Dec. 2, 1929) to provide that trans- 
ferors for collection of negotiable in- 
struments shall be preferred creditors of 
national banks; a bill introduced by Mr. 
Brand (H.R. 7381, Dec. 12, 1929) to pro- 
vide for insuring depositors in member 
banks of the Federal Reserve System; 
another bill introduced by Mr. Brand 
(H.R. 8966, Jan. 22, 1930) to punish 
those who circulate false reports con- 
cerning national and member banks; a 
bill introduced by Mr. Fulmer (H.R. 
9049, Jan. 23, 1930) to transfer the ad- 
ministration of affairs of Federal In- 
termediate Credit banks to the Federal 
Farm Board; a bill introduced by Sen- 
ator Thomas (S. 1247, May 23, 1929) 
fixing legal and contract rates of inter- 
est between persons and corporations of 
different states. 

A bill introduced by Mr. Brookhart 
(S. 2848, Jan. 6, 1930) providing for 
Federal Cooperative Banks and a Fed- 
eral Cooperative Reserve System; and 
a bill introduced by Mr. Huddleston 
(H.R. 8634, Jan. 15, 1930) called the 
“Federal Building Loan Act.” 

The above statement of bills is by no 
means exhaustive. A number of bills 
are pending before the Senate Banking 
and Currency Committee covering in- 
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How to make 


your bank 


HERE is a way. Take 
out an F&D Bankers 
Blanket Bond. 

An F&D Bankers Blan- 
ket Bond will protect your 
bank against practically 
every known risk—dishon- 
esty of employees, burgla- 
ry, theft, larceny, hold-up, 
misplacement or destruc- 
tion of money or securities 
—and other hazards too 
numerous to mention here. 

In the event of a loss, 
the entire amount of the 


LOSS-PROOF 


bond is available to cover 
it. By this means the dan- 
ger of under-protecticn 
against individual hazards 
is eliminated. 

“A Primer of Bankers 
Blanket Bonds’’ is the title 
ofaninterestingand inform- 
ative booklet just issued by 
the F&D. By means of 
questions and answers it 
explains clearly the many 
advantages of this type of 
coverage. Have your secre- 
tary write today fora copy. 


FIDELITY 


and 


DEPOSIT 


COM PANY 
of Maryland 


Home Office: Baltimore 
Representatives Everywhere 


Fidelity and Surety Bonds 


J) Burglary and Plate Glass Insurance 
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Investment 


Banking Service 


Wetake pleasureinannounc- 
ing an additional service 
extended to our bank cor- 
respondents and other 
clients through our affiliated 
investment company... 


The Philadelphia 
National Company 


organized and equipped to 
deal in securities and invest- 
ments. 


We would particularly call 
to your attention the Invest- 
ment Advisory Department 
rendering a service designed 
to aid in solving your bond 
and investment problems. 


FHE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


Capital and Surplus ... . . . $50,000,000 


vestigation of the stock market, short- 
selling and kindred subjects. It is un- 
derstood that the Senate Committee wil] 
defer any consideration of these bills 
which include an investigation of the 
Federal Reserve System and the use of 
reserve funds in speculation, until dis- 
position of the Tariff bill. Further jn- 
formation respecting pending legislation 
can always be had from the office of the 
General Counsel upon request; and the 
statement made at the opening of this 
article may be repeated, that the Com- 
mittee on Federal Legislation of the 
American Bankers Association has full 
cognizance of all bills introduced in Con- 
gress affecting banks and is ready to 
take any necessary action with respect 
to particular bills. 


More Dollars 


(Continued from page 745) 


tors shake their heads over a loan better 
look out. There are many legal angles 
in connection with the making of loans, 
so if possible have an attorney. 

Banks are not operating safely unless 
operating profitably. Have several files 
of good names ready for speedy action; 
during periods when deposits rise sharp- 
ly invest this money by phone so that the 
bank derives the last dollar possible out 
of these funds; other business finds it 
necessary to do this. Depend on un- 
divided profits for losses and the Federal 
reserve bank for emergencies. Manage- 
ment is the whole thing in answer to the 
pressing problems confronting the small 
bank. We must squeeze more dollars of 
net profits from substantially the same 
assets. There is a risk in any business 
and personally I do not refuse to take 
an honest banking chance. 


HE average amount invested in 

building and contents by these 1219 
banks is $35,000. What does your in- 
vestment pay you? You cannot afford 
this outlay just for a place to conduct 
your business. What about writing in- 
surance? This should produce some 
revenue in the way of rent for the bank. 
When we built, our town needed a post- 
office, so we made room for one and more 
revenue resulted; we also gave the com- 
munity something it needed. 

We have now spoken of the various 
items generally composing the earning 
assets of the average bank, namely: 
cash, bonds, loans and building. Very 
little of this money is frozen up. The 
banker can easily raise $100,000 in a 
very few hours under any circumstances 
and so far as profits are concerned I 
know of one bank, just about the aver- 
age, that is not complaining; in fact, 
losses for thirty years average only $200 
per year, and the average profits on ag- 
gregate investment since 1912 run over 
12 per cent. 
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William R. Kuhns 


‘Staff Changes 


Effective March 1 Reuben A. Lewis, 
Jr., for four years an Associate Editor 
of this magazine and for approximately 
the last two years a Deputy Manager of 
the Association, in charge of the Trust 
Company Division has resigned to be- 
come an official of the Continental Illi- 
nois Bank & Trust Co. of Chicago. 

Henry E. Sargent, Associate Editor 
of the Journal has been transferred to 
the position in the Trust Company 
Division created by Mr. Lewis’ resig- 
nation. 

William R. Kuhns, whose picture ap- 
pears above has been appointed an 
Associate Editor of the Journal to suc- 
ceed Mr. Sargent. Mr. Kuhns comes to 
the Journal from the New York Office 
of the Associated Press where he has 
specialized in business and_ financial 
editorial work. Prior to that he was for 
a number of years with the United Press 
Association. His press association work 
included details for varying periods in 
London, Paris, Manila and in China. He 
was educated at Denison University, 
Granville, Ohio, and Columbia Univer- 
sity, New York. During the World War 
he served overseas with the 112th Bat- 
talion, Signal Corps, 37th Division. 


Convention Calendar 


DATE STATE 
1930 ASSOCIATION PLACE 


April 11-12 Florida St. Augustine 
April 17-19 Louisiana 
May 8-10 North Carolina Pinehurst 
May 138-14 Mississippi 
May 138-15 Texas Fort Worth 
May 15-16 ‘Tennessee Knoxville 
May 15-17 New Jersey Atlantic City 
May 16-17 New Mexico Raton 
May 20-21 Oklahoma 
May 21-22 Maryland 

Atlantic City, N. J. 
May 21-23 Pennsylvania 

Atlantic City, N. J. 


100 Broad Street 


Please mention this issue of American Bankers Association Journal 
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That’s a fine slogan for 1930—but rather general and indefinite, 
until you have answers to the very practical questions 


Where and How2 


“WHERE?” Certainly where there’s the greatest opportunity 
for growth, the most unlimited scope for developing old 
accounts and for getting new ones that will be profitable from 
the very start. Isn’t that plainly a description of the New York 
metropolitan market? Aren’t you sure that for your business 
there’s no other market with the promise and the possibilities 
of New York City? Doesn’t it check between 8 and 20% of 
the sales possibilities of the entire United States? 


“But, New York is difficult,” you say. “How shall I...” 


“HOW?” Benefit by the experience of hundreds of concerns 
that are selling New York in big volume, and with nice 
profits, products as varied as drug and toilet goods and gro- 
ceries for chain stores, outboard motor boats, paper boxes, 
radios, card tables, washing machines, mattresses, furnaces, 
rayon yarn and smoking tobacco. 


Spot stocks in New York of these and many other products 
are received, stored, handled and delivered by Bush Distribution 
Service—which leaves the sales and promotion personnel free 
to sell, and helps their selling by assuring prompt, correct 
delivery of even the least of hand-to-mouth orders. No chance 
for distributor’s substituting another brand if yours is always 
in stock—but he may substitute yours for the other that is 
out! And some users of Bush Distribution Service finance 
their New York promotion with funds raised on Bush 
Negotiable Warehouse Receipts—spot stocks are liquid assets. 


For further details how to build old accounts and create new 
ones in Greater New York through the use of Bush Distribution 
Service write for a complimentary copy of “More Profits in 
New York.” If you describe your product and its distribution 
in your request, you will receive in answer, besides the 
booklet, a special Bush Service letter telling how this service 
will aid your business. 


Bush Terminal Company 
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Build up the old accounts and 


get better, bigger new business 


BUSH DISTRIBUTION SERVICE 


New York, N. Y. 
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AN ADDED PROTECTION 


Today, your bank, every bank is 
judged by the visible, tangible 
evidences of security, alertness, 
up-to-the-minute methods. 


The rubber stamp method of 
check certification —slip-shod, 
out-of-date, hazardous for both 


the bank and its depositors— 
is fast disappearing among mod- 
ern banks. 


The Hercules Certifier, the only 
machine that prints and macer- 
ates the entire certification 
record—the amount, the date 
and the serial number—per- 
mits no possible opportunity 
for alteration. Checks certified 
with the Hercules convey the 
unmistakable impression that the 
bank is abreast of the times— 
employing all of the improved 
methods for assuring the safety 
of its depositors’ funds — and 
eager to render an extra service. 


THAT 
BUILDS 
GOOD- 


Swift and Sure 


With one operation of the handle, 
the Hercules prints the entire certi- 
fication record - the amount, the 
date and the serial number. 


It duplicates the same record on 
the back of the check — added 


protection. 


It impregnates the paper, forcing 

the ink into the fibre of the check 

from both sides simultaneously—the 

most complete protection known. 


Manufactured under rigid regula- 
tions by trusted employees. Sold 
directly and delivered only in sealed 
cartons by registered mail to the 
authorized officer of each pur- 
chasing bank. 


SAFE-GUARD CHECK WRITER CORPORATION 


LANSDALE 


PENNSYLVANIA 
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May 
May 
May 
May 


Kansas 
Alabama 
Missouri 
Rhode Island 
East Providence 
Dayton 
California Del Monte 
Wisconsin Milwaukee 
District of Columbia 
Asheville, N. C. 
Savannah 
Aberdeen 


Wichita 
Birmingham 
St. Louis 


June Ohio 
June 
June 


June 


Georgia 
South Dakota 
Iowa 
Minnesota 
South Carolina 
Myrtle Beach 
Bellingham 
Salt Lake City 
South Poland 
Peoria 


June 

June 11-13 
June 16-18 
June 16-18 
June 17-19 


St. Paul 


June 19-21 
June 20-21 
June 21 
June 23-25 
June 24-25 
June 26-28 
June 27-28 
June 27-28 
Aug. 29-30 
Sept. 


AMERICAN BANKERS ASSOCIATION 
MEETINGS. 


Washington 
Utah 
Maine 
Illinois 
North Dakota Bismarck 
Virginia Hot Springs 
Colorado Glenwood Springs 
Connecticut New London 
Wyoming Casper 
Kentucky Louisville 


Executive Council 
Old Point Comfort, Va. 
June 16-20 American Institute of 
Banking Denver, Colo. 
Sept. 29-Oct. 2 Convention 
Cleveland, Ohio 


May 5-8 


REGIONAL CONFERENCES 


Feb. 18-20 Trust Company Midwinter 
New York, N. Y. 
Southern Savings 
Tulsa, Okla. 
Eastern Savings 
New York, N. Y. 
Midwest Savings 
Detroit, Mich. 
Western Savings 
Salt Lake City, Utah 
Pacific Northwest Bank 
Management 
Portland, Ore. 
Central Atlantic Bank 
Management 
Philadelphia, Pa. 
Southern Bank Manage- 
ment Atlanta, Ga. 


Mar. 5-6 
Mar. 20-21 
Mar. 27-28 
May 27-28 


Mar. 5-6 


Mar. 14-15 


Mar. 25-26 


OTHER ASSOCIATIONS 


Mar. 3-4 Secretaries Central States 
Conference Tulsa, Okla. 
April 28-30 Association of Reserve 
City Bankers 
Memphis, Tenn. 
Sept. 17-20 Financial Advertisers 
Ass’n Convention 
Louisville, Ky. 


Record Construction 
ECRETARY of Commerce R. P. 
Lamont estimates that $7,000,000,000 

will be spent in 1930—a- record figure— 
for construction and maintenance of pub- 
lic works and by public utilities. This 
total does not include expenditures on 
residences, commercial and _ industrial 
structures and other private operations 
which aggregated more than $3,000,- 
000,000 in 1929. 
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Canada’s Experience 
(Continued from page 755) 


deeming Dominion notes. In this manner 
the banks are compelled to face a severe 
daily test of their ability to redeem 
their circulation no matter how freely 
it is offered for redemption. 

Still another factor must be considered 
which adds weight to the question of note 
circulation. Not until the bank notes are 
paid over the counter do they become 
a liability of the bank. The expense of 
issuing notes is nominal due to the fact 
that apart from the charges of the 
paper, engraving, printing, and shipping 
there is no obligation attached to their 
making. Not even the requisite purchas- 
ing and pledging of Dominion or provin- 
cial bonds for security purposes. As a 
consequence there is an economy effected 
from the elimination of practically 
“frozen funds in government securities.” 

The value of the circulation privilege 
is stressed by Sir Edmund Walker in 
an address to members of the Select 
Standing Committee on Banking and 
Commerce, House of Commons, 1923. He 
said: “The note issue privilege en- 
ables the banks to open many offices 
(branches) which could not possibly be 
kept open otherwise, partly because of 
the till money and partly because of the 
profit on the note issue. The notes re- 
present a medium of exchange which 
costs nothing until it is issued; that of 
itself enables branches by the hundreds 
to be opened through the West that could 
not possibly be opened if the till money 
was money on which the banks lost in- 
terest every day.” 


How the Banks Responded 


HE rapid’ expansion of business 

activity into the West has been ac- 
companied by an urgent call for banking 
facilities from the government, the rail- 
ways, and the people. The finding of 
rich mineral deposits, the marking of 
dense timber tracts, and the planting of 
grain on the fertile plains of the Prairie 
Provinces gave warning of the new fields 
of economic endeavor. How the banks 
responded to the cry for financial assist- 
ance and counsel is described very aptly 
by Sir John Aird, formerly general man- 
ager of the Canadian Bank of Com- 
merce: 

“We were one of the pioneer banks of 
the West; we were bankers for the Can- 
adian Northern Railway at the time,— 
now the Canadian National—and we 
were requested by the Government in 
view of the progress of the Dominion 
to anticipate the extension of that sys- 
tem. We did; we went on from time to 
time and kept going on even before the 
railway.” 

In Canada a new branch generally 
means more loans than deposits with 
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Condensed Statement of Condition, 


December 31, 1929 


Che 
Cleveland 
Crust Company 


58 Banking Offices in and near Cleveland 


RESOURCES 


Cash on Hand and in Banks . $ 35,243,602.79 
U.S., State, Municipal and Other Bonds and 


Investments 36,890,325.02 
246,086,559.63 


6,879,450.87 


Loans, Discounts and Advances . 
Real Estate and Banking Houses . . 


Interest and Earnings Accrued and Other 
Resources. . . .... 2,158,130.15 


Customers’ Liability on Letters of Credit and 
Acceptances Executed by this Bank 


8,977,156.72 


$336,235,225.18 


LIABILITIES 


CapitalStock. . . . .... . $ 13,800,000.00 
Surplus and Undivided Profits . 12,702,809.16 
Reserve for Taxes, Interest, etc. . . 308,945.67 
Dividend Payable January 1,1930 . . . . 414,000.00 
298,227,820.51 

1,804,493.12 


Other Liabilities . ........ 


Lettters of Credit and Acceptances Executed 
for Customers ....... 8,977,156.72 


Total . « $336,235,225.18 


Member Federal Reserve System 


Member Cleveland Clearing House Association 
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GROWTH OF PLANT 
BELL SYSTEM 


Prant srowth as 


an investment asset 


THROUGH good times and bad the 
demand for telephone service has 
steadily increased. 

In 1900 plant investment of the 
Bell System was about $181,000, 000. 
Today it is more than three and a 
half billions. Additions to telephone 
slant during each of the past five years 
es greatly exceeded the total plant 
value of 1900. 

This need for large scale additions 
is continuing. There are more than 
20,000,000 Bell owned and connected 
telephones in this country and they 
are increasing at the rate of more than 
800,000 a year. 

Conservative management, 
sighted planning and intensive re- 
search combine with this growth to 
protect the equities that Bell securities 
represent. Today the total assets of 
the System are four times its funded 
debt and the net earnings of the 
System as a whole are more than four 
times interest charges. 


May we send you a copy of our booklet, 
**Bell Telephone Securities’’ ? 


BELL TELEPHONE 
SECURITIES CO. Ine, 


195 Broadway, New York City 


which to start. This is true of the West. 
At the opening of those early settlements 
there were few local sources from which 
to derive financial support. It was only 
through the foresight and prudence of 
eastern bankers that relief was furth- 
coming. 

One of the advantages of the system 
again comes to light: the ease with which 
surplus funds from one community may 
be shifted to be employed where they are 
needed in the commercial or industria] 
life of another community. Let us take 
a hypothetical example to demonstrate 
the functioning of a bank under such 
conditions. 


Within Twenty-four Hours 


NTERPRISE, a small country town 
in Saskatchewan, requires an im- 
mediate loan of $200,000. Situated in the 
heart of the agricultural region of Can- 
ada, the town is handicapped by the 
same obstacles as its neighbors—there 
is no such amount of money available 
in that district.- A loan application is 
filed with the local manager. The latter, 
well-informed of the character of the ap- 
plicant and the condition of his business, 
telephones the district superintendent 
and recommends that the loan be made. 
The superintendent checks up on the 
data given him by the branch manager, 
and, if satisfied with the matter, wires to 
the head office. A decision is made at 
once, the loan will be accepted. Im- 
mediately there follows an inspection of 
loans and deposits at the branches in 
the various sections of the country. It 
is found that in the East, the more set- 
tled and older part of Canada, there is 
on hand an adequate surplus of deposits 
to accommodate the loan. Within twenty- 
four hours the applicant in Enterprise is 
credited with the sum of $200,000 on the 
books of the local branch. 


Immunity From Panics 


T makes little difference as to the 

nature of the demand for large sums; 
even the dangers of panics are averted 
when a run threatens to wreck a local 
branch in a section whose business activ- 
ity has been depressed for some time. 
The bank is able to send ample funds 
to pay off every deposit if necessary. 
Under those circumstances nothing will 
halt a run of this kind quicker than ap- 
parent willingness and ability to meet all 
demands. 

In addition, the capacity of the branch 
to satisfy all comers without the suspen- 
sion of payments automatically enhances 
the confidence of the people and the 
prestige of the bank. Later, when a bor- 
rower fails to pay off an overdue loan 
and becomes the object of censure, there 
is no occasion to make the retort to the 
banker: 

“You once failed to meet the demands 
of your depositors. How can you ex- 
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pect me to satisfy my obligations when 
the bank could not do so?” 

That Canada enjoys immunity from 
panics is attested by the fact that on 
the two occasions, 1893 and 1907, when 
bank failures in the United States were 
numerous and banks ceased to perform 
their ordinary functions, every banking 
office in the Dominion proceeded to carry 
on business in the regular way. Not only 
did they care for the industrial and mer- 
cantile interests of the Dominion, and 
maintain Canada’s financial honor in the 
eyes of the world, but they rendered 
valuable assistance to many trading and 
manufacturing concerns in the states im- 
mediately south of the international 
boundary. 

This is the first of a series of two ar- 
ticles on branch banking in Canada. The 
second will appear in the March issue. 


Bank Management 
Conference 


CONFERENCE on bank man- 

agement problems for the banks 
of the Central Atlantic States will be 
held at Philadelphia, March 14 and 15, 
under the joint auspices of the Com- 
mission on Banking Practices and Clear- 
inghouse Functions of the American 
Bankers Association and the state bank- 
ers associations of New York. Pennsyl- 
vania, New Jersey, Maryland, Delaware, 
Virginia, West Virginia and the District 
of Columbia. 

The central theme of the conference 
will be bank management, and will have 
for its objectives satisfactory profits for 
the bank, complete protection for the 
depositor and adequate service for the 
community. The program will present 
a scientific survey of banking expe- 
rience—a study of conditions that con- 
front bankers today with conclusions 
that have been thoroughly tested. For 
two days the conference will offer a 
practical course in bank management. 
Successful bankers will present actual 
methods and policies followed which can 
be applied as a yardstick by every banker 
in the management of his own bank. 


Southern Conference 


CONFERENCE on bank manage- 

ment problems for the banks of the 
southern states will be held at Atlanta, 
Ga., March 25 and 26, under the joint 
auspices of the Commission on Banking 
Practices and Clearinghouse Functions 
of the American Bankers Association 
and the state bankers associations of 
Alabama, Florida, Georgia, Kentucky, 
Louisiana, Mississippi, North Carolina, 
South Carolina and Tennessee. 
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Louisville Trust Co. 
Louisville, Ky. 


Designed, Built and 
Equipped by 


Sr. Louts BANK 
BuILpING AND 


Equrement Co. 


How much will it cost? 


UBSTANTIAL savings in the cost of 

materials, which constitute about 60% 
of the total building cost, can be made by 
arranging your building program now. These 
savings come from contracting for building 
materials during the winter, when prices are 
lowest. Twenty years of bank building ex- 
perience has enabled us to quote our clients 
a guaranteed maximum cost before con- 
struction commences. 


We shall be glad to send an engineer to study your 
requirements and offer suggestions, without obligation. 


ST. Louis BANK BUILDING 
AND EQUIPMENT COMPANY 


Designers, Engineers and Builders for Banks §&xclusively 
CHICAGO x + +4 SAINT LOUIS + + + MEMPHIS 
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The common stocks of America’s leading corporations, prop- 
erly balanced and diversified, welded into a single, convenient 


trust investment. 


CORPORATE TRUST SHARES 


For the investor who wants maximum 
current income 


BASIC INDUSTRY SHARES 


For the investor who wants 
principal accumulation 


THE EQUITABLE TRUST COMPANY 
OF NEW YORK, TRUSTEE 


Included in the portfolios are such common stocks as Ameri- 
can Tel. & Tel., New York Central, DuPont, Standard Oils, 
General Electric, United States Steel, Union Pacific, Interna- 


tional Harvester . . 


. a fixed type of investment trust. Both 


trusts rated “A” by Moody’s Investors Service. 


Recommended and offered by more than 200 leading 
investment houscs and banks from coast to coast 


Wholesale Syndication by 


ROSS BEASON & CO., INC. 


82 Beaver Street, New York for Eastern Section of U. S. 
Salt Lake City-Los Angeles for Western Section of U. S. 


SMITH, BURRIS & CO. 
120 S. La Salle St., Chicago for Central Section of U. S. 


Suggested Changes in the Federal Reserve Act 


(Continued from page 734) 


they were some years ago; for in many 
cases comparatively trivial considera- 
tions have induced national banks to 
surrender their charters and convert into 
state institutions. 


Avoid Competition 


T is well known that Federal reserve 
banks were not organized for profit 
and are not essentially profit making 
institutions. It is their purpose and 
practice to avoid competition as far as 


possible with their member banks. But 
experience has shown that in the con- 
duct of their business, the Federal re- 
serve banks cannot avoid making profits, 
in average years exceeding considerably 
the expenses of operation and the 6 per 
cent dividend to the stockholding mem- 
ber banks. Each Federal reserve bank 
has accumulated a large surplus, in 
every case exceeding very substantially 
its paid-in capital. 

Under the law as it stands at present, 


February, 1930 


Federal reserve banks after paying 
stockholding member banks a dividend 
of 6 per cent annually, are required to 
carry to their surplus fund all of the 
remaining net profits until the surplus 
equals the subscribed capital (double 
the paid-in capital), after which 90 per 
cent of all remaining excess profits must 
be paid into the United States Treasury 
as a franchise tax, the other 10 per cent 
going to surplus. 

Many banks regard this feature of 
the law as inequitable both to them- 
selves as well as to the Government. 
They feel that it is not fair to the 
Government for the reason that because 
of a substantial increase in the capital 
stock of a Federal reserve bank during 
any one year, the Government is likely 
to be deprived of any tax whatever al- 
though there may be no occasion for so 
large an increase in the bank’s surplus 
as is now provided for in Section 7 of 
the Federal Reserve Act. 


Tax Payments Varied 


INCE the establishment of the sys- 

tem, the Government has received 
from all Federal reserve banks as fran- 
chise tax, a total of $147,109,573. These 
payments have varied greatly from year 
to year. 

For the year 1920 the banks paid 
$60,724,742 and for the year 1921 they 
paid $59,974,446, while for the year 1924 
the total payments fell to $113,646 and 
in the year 1925 they were further re- 
duced to $59,300. For the year 1928, 
franchise taxes to the extent of $2,585,- 
659 were paid by six banks while the 
six larger banks in the system including 
New York, Chicago, Cleveland, Phil- 
adelphia, San Francisco and Boston, 
paid no franchise tax whatever. 

For the year 1929, seven banks paid 
the Government $4,293,230, the banks 
paying the tax being the six which paid 
a tax in 1928 with the addition of Chi- 
cago. The excess earnings of the re- 
maining five banks were added to their 
surplus. During the year 1928, the net 
earnings of all the banks amounted to 
$32,122,021. New York with the largest 
net earnings, $11,018,433, paid no fran- 
chise tax while Minneapolis with the 
smallest, $614,704, paid $390,151. This 
was because of the proportion of ac- 
cumulated surplus to subscribed capital. 


Member Banks Dissatisfied 


HE net earnings of the twelve Fed- 

eral reserve banks for the year 
1929 amounted to $36,403,000 of which 
amount member banks received $9,584,- 
000 as dividends, leaving, after pay- 
ments to the Treasury, the sum of $22,- 
536,000 to be transferred to surplus ac- 
count. On January 1, 1930, the total 
paid-in capital of all Federal reserve 
banks amounted to $170,975,500 and 
their total surplus was $276,934,000, 
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giving the twelve banks capital funds 
of $447,909,500. In addition to this, 
their capital subscriptions uncalled for 
amounted to $170,975,500. Under the 
present arrangement, the payment by a 
Federal reserve bank of a franchise tax 
to the Government depends not only 
upon what it has earned during the 
year but also as to how much its capital 
stock has been increased as a result of 
increases in the capital and surplus of 
its member banks. 

From the standpoint of the member 
banks, it is not unnatural that they 
should feel that they are entitled to 
a larger share of the net profits 
of Federal reserve banks than a mere 
cumulative 6 per cent dividend on 
the amount of stock they hold in the 
Federal reserve bank. Every dollar of 
the capital stock of a Federal reserve 
bank is furnished by the member banks 
and the great bulk of the deposits held 
by the Federal reserve banks is fur- 
nished by them also, for the Treasury 
deposits are comparatively small and are 
temporary in character; and their value 
is far more than offset by the services 
rendered by the reserve banks as fiscal 
agents. The earnings of Federal reserve 
banks are derived mainly from transac- 
tions with their member banks, and 
when these considerations are taken into 
account, it does not seem at all unreason- 
able that member banks should be dis- 
satisfied with the present arrangement. 


In Case of Need 


T the annual meeting of the stock- 

holding member banks of the Fed- 
eral Reserve Bank of Boston held on 
November 8, 1929, the subject of divi- 
sion of earnings was the main topic of 
discussion. The meeting was largely 
attended, there being present about 400 
representatives of the member banks. It 
developed that there was a feeling on 
the part of some of the bankers present 
that Federal reserve banks should pay 
interest on the reserve deposits, but the 
explanation was made that the member 
banks carry on an average about 5 per 
cent of all their deposits as a lawful 
reserve with their Federal reserve bank 
and, that in the case of the Boston bank, 
at least $3,000,000 a year would be re- 
quired for the payment of 2 per cent 
interest on reserve deposits. 

This amount could be made only in 
a very exceptional year, and in order 
to pay 2 per cent interest, the law would 
have to be amended in such a way as 
to take away, or at least largely impair 
the character of the reserve banks as 
such and put them squarely in competi- 
tion with their member banks. The re- 
serve banks could make direct loans at 
3% to 4 per cent and member banks 
would lose from 2 to 3 per cent on their 
best paper, all for the sake of getting 2 
per cent on 5 per cent of their deposits. 


“LARGE ENOUGH 
TO SERVE ANY=- 
STRONG ENOUGH 
TO PROTECT ALL” 


— — — St. Louis is 
familiar with this 
slogan, which is 
true nationally 
as well as locally 


7 
Mercantile. 
Commerce 


Bank and Trust Co. 
Locust ~ Eighth ~St.Charles 
St.Louis 


Following this statement, the opinion 
appeared to be unanimous that what 
the bankers desire is a dependable re- 
serve bank which can be called upon in 
case of need, and not a competing bank 
which would be a nuisance. 


The Recommendations 


HE report of the committee on 

resolutions, which was adopted 
unanimously, recommended that the Fed- 
eral Reserve Act be amended so as to 
provide that after the payment of ex- 
penses and annual dividend of 6 per 
cent on the capital stock, the remainder 


of the net earnings should be appor- 
tioned as follows: 

Twenty-five per cent to the Govern- 
ment as a franchise tax regardless of 
the proportion of surplus to capital in 
any Federal reserve bank (this is over 
twice the tax imposed by the Govern- 
ment on the member banks), and in 
those cases where the surplus of a 
Federal reserve bank does not equal 100 
per cent of its subscribed capital, an 
amount, not exceeding 25 per cent of 
the net earnings, should be carried to 
surplus, and all remaining net profits 
should be distributed among the member 
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‘The New York 
Trust Company 


Capital, Surplus and Undivided 
Profits . ... 


- $45,000,000 


FOREIGN 
and DOMESTIC 
BANKING 


Fiduciary Service 


I00 BROADWAY 
40TH STREET AND MADISON AVENUE 
5'7TH STREET AND FIFTH AVENUE 


banks in proportion to the amount of the 
capital stock in the Federal reserve bank 
held by them, or to the capital stock 
plus average reserve deposits for the 
year, as may be determined by the Fed- 
eral Reserve Board. 

Had this arrangement been in effect 
for the year 1928, the amount the Gov- 
ernment would have received from the 
Federal reserve banks as a franchise 
tax on December 31, 1928, would have 
been $5,915,750 instead of $2,585,659. 
For the year 1929, the payment of 
franchise taxes by Federal reserve banks 
to the Treasury would have amounted to 


$9,107,500 instead of $4,283,230 actually 
paid. 


Senator Glass’s Letter 


T had been expected that Senator 
Carter Glass, of Virginia, would be 
present at the stockholders’ meeting to 
make the principal address, but at the 
last minute he found it impossible to 
leave Washington. In a letter which 
he wrote the writer he said among other 
things: 
“With respect to the informal talk which 
I had genuinely hoped to make before the 


member banks of the Boston Federal Reserve 
District, I merely wanted to indicate to them 
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my own view, and to seek their concurrence, 
of the desirability of so modifying the 
Federal Reserve Act and the National Bank 
Act as to make the Federal Reserve System 
more attractive to the stockholding banks. 
It is my purpose to press upon the attention 
of Congress the bill which I introduced at 
the last session giving to member banks of 
the Federal Reserve System a larger partici- 
pation in the net earnings of the System. 
“The Government has not one dollar of 
proprietary interest in the Federal reserve 
banks. The only substantial governmental} 
privilege is the note issue right; and for 
this the Government is more than com- 
pensated, over and over again, by the routine 
and incidental service rendered by the banks 
as Government agencies. Apart from this 
invaluable routine service, the agencies of 
the Federal Reserve Banks have been, time 
and time again, employed in floating Govern- 
ment securities both of a permanent and 
current nature. In addition to this, the 
Federal Reserve System has already paid 
into the Federal Treasury earnings vastly in 
excess of all the franchise tax received from 
all the national banks in the United States 
for the entire period from the establishment 
of the national bank system to the adoption 
of the Federal Reserve System. One year 
alone these earnings aggregated $62,000,000. 
“For the reasons briefly state I shall very 
earnestly press my proposition for a larger 
percentage for the member banks; for unless 
this should be done and other incentives be 
applied, we are certain to continue to lose 
member banks. In fact, should the present 
rate of defection persist, it will soon be a 
question as to whether the Federal Reserve 
System will predominate in the American 
banking community or yield to the danger- 
ous and irresponsible holding companies, now 
already reaching out over the country.” 
The letter from Senator Glass was 


read to the stockholders’ meeting. 


Indeterminate Charters 


ATIONAL banks receive their 

charters from the Comptroller of 
the Currency under an act of Congress. 
They can be placed in voluntary liquida- 
tion by a vote of holders of two-thirds 
of their stock at a regularly advertised 
meeting. After their depositors have 
been paid and all obligations of every 
description have been liquidated, the 
assets remaining are distributed among 
the stockholders in proportion to the 
number of shares of stock held. 

The Federal Reserve Banks received 
their charters also from the Comptroller 
of the Currency under an act of Con- 
gress. Originally these charters were 
for a period of twenty years but since 
the passage of the McFadden Act in 
1927 the charters are indeterminate, 
and solvent Federal reserve banks can 
be liquidated only by an act of Congress, 
which body is empowered at its pleasure, 
to terminate the existence of Federal 
reserve banks. The present law provides 
that “should a Federal reserve bank be 
dissolved or go into liquidation, any sur- 
plus remaining after the payment of all 
debts, dividend requirements ... and the 
par value of stock, shall be paid to and 
become the property of the United 
States.” 


The Residuary Legatee 


S the surpluses of Federal reserve 
A ‘banks have accrued from the use 
of funds provided by their member 
banks and very largely out of dealings 
with member banks, it seems to many 
that this provision for what some regard 
as confiscation of the surplus fund of a 
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Federal reserve bank in the event of 
liquidation, is unjust. There is, of 
course, no reason to assume that the 
liquidation of any Federal reserve bank 
is in prospect, but the book value of the 
paid-in stock of all Federal reserve 
banks is approximately $260 a share 
and will ultimately reach $300. The 
Government up to January 1, 1930, had 
received from all Federal reserve banks, 
franchise taxes amounting to $147,109,- 
573 and under the law as it stands, it 
is the residuary legatee of the surplus 
fund of all Federal reserve banks which 
on that date amounted to $276,934,000. 
A member bank which contemplates 
withdrawal from the System realizes 
that although its stock in the Federal 
reserve bank is worth nearly $300 a 
paid-in share, its available value in these 
circumstances is only $100 a share; con- 
sequently, the large actual book value 
of its stock in a Federal reserve bank 
does not act as a deterrent when a mem- 
ber bank is considering withdrawal. If, 
however, the law should be changed so 
that in the event of liquidation, a Fed- 
eral reserve bank would be in the same 
position as a national bank, its member 
banks would probably receive $300 a 
paid-in share for their stock, while a 
withdrawing bank would receive only 
the par value of its stock and would 
leave behind its interest in the surplus 


for the benefit of those members which 
remain in the system. 


Mobilization of Reserves 


S it not possible that a change in 

the law in this respect might tend to 
make membership more attractive and 
reduce the number of voluntary with- 
drawals from the system? A _ recom- 
mendation for this change in the law 
was included also in the resolutions 
adopted at the meeting of the stockhold- 
ers of the Federal Reserve Bank of 
Boston. 

In conclusion, attention may be cailed 
to the fact that the larger banks and 
trust companies throughout the country 
appreciate the value of membership in 
the Federal Reserve System but in order 
to assure the continued successful oper- 
ation of the system, it seems necessary 
to retain the interest and cooperation of 
the great body of small and medium 
sized banks whose own independent exist- 
ence may depend in some degree upon 
the continued operation of the Federal 
Reserve System with its mobilization of 
reserves and rediscount facilities. How 
best to effect this is becoming more and 
more a problem and it is to be hoped 
that this question will receive the 
earnest consideration of the Federal re- 
serve authorities and of the appropriate 
committees in both houses of Congress. 


IF YOU GAVE THEM 
THEIR CHOICE THEY’D 
ASK FOR LA MONTE 
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And anything important enough for them to ask for is 


important enough for you to give ... without the need of 


their asking. 


60% of the banks in the metropolitan centers have found that La Monte 


National Safety Paper is important enough to furnish. They’ve dis- 


covered that business men like checks with an air of dignity .. . crisp, 


rich-looking checks that reflect the soundness of their banking con- 


nection. Checks made on La Monte Safety Paper do this . . . by creating 


an immediate impression of dignity, stability and distinction. This 


standard of check papers is instantly identified by its distinctive wavy 
lines. George La Monte & Son, 61 Broadway, New York. 


FREE—An unusual sample book of checks, B-1, made on La Monte National Safety Paper. 


Whence the Urge for Railroad Consolidation 


(Continued from page 738) 


dustrial zones and changed railroad 
tariffs that have developed in this pe- 
riod. This might account for such ap- 
parent absurdities as an extension of the 
Chicago & Northwestern lines south 
from their present terminus to the Gulf 
of Mexico, the projection of the Chi- 
cago, Burlington & Quincy into the 
Southwest rather than toward the Pacific 
Coast and the attachment of the Sea- 
board Air Line to the Wabash Railroad 
with the Norfolk & Western used as a 
“bridge” to connect the north and south 
portions of the new Wabash system. 
No one of these proposals is likely to be 


adopted. The Chicago & Northwestern 
and the Burlington are content to re- 
main as they are. It will take much 
pressure to pry the Norfolk & Western 
loose from the hold which the Pennsyl- 
vania Railroad has had on it for nearly 
thirty years. Although the Interstate 
Commerce Commission is beginning to 
apply the Clayton Anti-trust Act to 
railroad holdings there are long estab- 
lished situations that run counter to it 
but would be difficult to dissolve. Con- 
sent to their continuation is given in 
present groupings authorized by the 
Commission. 
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“Safeguard 
1930 Profits 
NOW?!” 


That’s the slogan of far-sighted Manufacturers. 
They realize that their profits result only from 
completed transactions. That sales of merchan- 
dise are profitless until paid for. And that the 
profits of many sales may be swallowed up in 
one serious credit loss. 


American Credit Insurance 


is an endorsement of a customer’s promise to 
pay. And it has the great advantage of being 
secured without his knowledge. Bankers, this 
service will completely safeguard your patrons 
against abnormal, unexpected credit losses. 


Leading Bankers are recommending American 
Credit Insurance to their patrons. May we send 
you the full particulars? 


clhe AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK 


J. FADDEN, presiprnt 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 


The most spectacular recommendation 
which the Interstate Commerce Com- 
mission made in its new set-up among 
roads east of the Mississippi River was 
that in which it created a fifth trunk 
line system at the center of which is 
the Wabash. In the Ripley plan the 
Wabash, then weak and_ recovering 
slowly from receivership, was treated 
cavalierly. Its eastern lines were given 
to the Erie and the lines west of the 
Mississippi attached to the Union Pacific 
which nicely disposed of an unattached 
road and complemented the Erie and the 
Union Pacific where they need additional 
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facilities. Now, however, the Wabash is 
set well up at the front of the stage and 
around it will revolve much of the con- 
troversy over the merging of eastern 
lines. This will develop not only be- 
cause the Baltimore & Ohio, the Nickel 
Plate and the New York Central see no 
necessity for more than four lines but 
by reason of the threatened separation 
of the Norfolk & Western from the 
Pennsylvania and its allocation to the 
Wabash. Another factor is the disturb- 
ance to the rate structure that would 
grow out of the formation of a joint 
control over a territory that extends 
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from Chicago and Buffalo on the north 
to Atlanta, Ga., and Miami, Fla., in the 
south. This system would cut across 
three distinct rate zones. 


Agreement With the 
Pennsylvania 


OTH the Ripley and the Interstate 

Commerce Commission plans assure 
approximately the same view of the 
Pennsylvania system in that they re- 
gard it as large enough in size and in 
influence and each takes exception to 
the permanent incorporation in the 
Pennsylvania group of the Norfolk & 
Western. The 1921 plan gave the West- 
ern Maryland to the New York Cen- 
tral. In 1927 the Baltimore & Ohio 
bought this road and in 1930 the Inter- 
state Commerce Commission is compel- 
ling it to let it go because its ownership 
violates the Clayton Anti-trust Act. It 
is to form a link in the Wabash system 
with the Pittsburgh & West Virginia 
and the Wheeling & Lake Erie tied up 
with it as they properly should be. The 
1921 plan also gave to the New York 
Central the Boston & Maine, Maine Cen- 
tral and Bangor & Aroostock which now 
are to form the Boston & Maine system 
to cover northern New England as the 
New Haven system will provide with its 
hard coal connections for the southern 
half of that district and also its western 
territory. 

The Baltimore & Ohio has come closer 
to getting what it wanted in the new 
plan than any other large system. It 
is to retain the keystone to its eastern 
lines in the Reading and Central Rail- 
road of New Jersey and is also per- 
mitted to have the Buffalo, Rochester & 
Pittsburgh and the Buffalo & Susque- 
hanna Railroad whose stock it had al- 
ready purchased, and an undivided one- 
half interest in the Monon as originally 
granted in the Ripley recommendation. 
The Nickel Plate also came off very well 
in the scrambling process for all it lost 
of what it now possesses is the Indiana 
line of the Chesapeake & Ohio and the 
Wheeling & Lake Erie. It is permitted 
to retain the main line of the Chesa- 
peake & Ohio, the Erie and the Pere 
Marquette over which it has been at 
court with the Interstate Commerce 
Commission for several years. On top 
of this it has been given the Delaware, 
Lackawanna & Western which seems to 
have gone to the Nickel Plate because 
there was no other place to put it. The 
New York Central may later demand it 
as a quid pro quo for investments that 
it may be willing to give up in order to 
bring the present confused situation in 
the trunk line territory to a focus. 

In the Southeast and South, except 
for the grotesque arrangement between 
the Seaboard Air Line and the Wabash, 
little change has been proposed although 
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since 1921 there have been deeper eco- 
nomic movements in this part of the 
country than elsewhere, including the 
industrialization of North Carolina and 
Georgia and the boom and its collapse 
in Florida. The Atlantic Coast Line, 
Louisville & Nashville, Southern Rail- 
way and Illinois Central have had com- 
paratively little given to them by the 
plan that they did not already own. They 
can face the Interstate Commerce pro- 
posals with indifference. This is also 
true in the Southwest where the Mis- 
souri Pacific system had already been 
integrated and joint control of the Rock 
Island, Frisco group had been accom- 
plished some time ago. The controversial 
questions west of the Mississippi River 
are those of the detachment of the Chi- 
cago & Northwestern from the Union 
Pacific, although these two end-to-end 
lines form the most logical of consolida- 
tions, the separation of the Burlington 
from the Great Northern and Northern 
Pacific and the addition to the already 
completed Missouri Pacific of the Den- 
ver & Rio Grande Western and the 
Western Pacific which should go to the 
Burlington and make a seventh cross- 
country system if the rest of the Inter- 
state Commission’s plan of detaching 
the Burlington from its present allies is 
to take place. 

Much remains to be done before any 
part of this great new scheme of railroad 
consolidations becomes effective. The 
carriers cannot be forced into taking 
part in it against their will. Laws 
must be passed by Congress to sustain 
certain phases of railroad mergers. 
There are jarring sects that must be 
compensated before they will agree to 
it. It will be many a day, therefore, 
before its fruition is realized. Fortu- 
nately it is not an emergency recom- 
mendation. Whether or not its main 
features are ever put into operation 
American railroads will go on produc- 
ing the highest form of transportation 
at the lowest cost of any of the world’s 
steam carriers. 


Consolidate and Survive 
(Continued from page 748) 


of banks in other communities are doing 
the same. Therefore, I am led to believe 
that the public even in the small towns 
and rural communities favors the merger 
of their banks and I can vouch that our 
community is well pleased with the con- 
solidation of the three national banks 
recently effected in our town, which 
leaves us with one national and one 
state bank. 


Unit Bank Preferred 


COMMUNITY with fewer and 
larger banks will be better served. 
At this time many of the farmers oper- 
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“STAINLESS” 


in the Equitable Trust Company 
of NEW YORK 


ANKERS, everywhere, are 
discovering “Endless 
Possibilities” in Stainless 
Steel . . . Not only for vault 
linings and safe deposit box 
doors but for every metal 
product that is used or man- 
ufactured by businesses under 
efficient bank supervision. 
There is no depreciation to 


**Stainless’’... Itis always new 
...Itis imperishable .. . Its 
brilliant, beautiful lustre re- 
quires no polishing or replat- 
ing to preserve it and its 
toughness, far excelling or- 
dinary steel, gives it wearing 
qualities that make it sound- 
ly economical for industrial 
use. ..Write for information. 


Genuine Stainless Steel is manufactured only 
under the Patents of 


AMERICAN STAINLESS Gre STEEL COMPANY 


COMMONWEALTH 
PITTSBURGH \ 


AINLESS 


BUILDING 
PENNA. 


STAINLESS STEEL 


2940 


ating the larger farms or feeding live 
stock to any extent are compelled to go 
to the larger banks in the bigger towns 
to obtain the accommodations they need 
and deserve for seasonal demands; and 
in the larger towns some of their indus- 
tries are going to the cities with their 
banking business because the local banks 
are not equipped to serve them properly. 
With larger banks in these different 
places, the needs of the community can 
be served at home, and in my opinion 
the persons who have been going away 
to get the service they need will be 
happy to do their business at home, 


where they can deal with the men they 
know and respect. 

The present Federal administration 
has quite clearly indicated on divers oc- 
casions that it favors branch banking, 
and I have been convinced, upon inquiry, 
that concerted effort is being made to 
promote proper legislation in the various 
states legalizing this form of banking. 
It will take some time to accomplish this, 
so in the interim some of the larger 
metropolitan institutions are striving to 
link up banks in the smaller towns 
which they consider key points, into 
chains. 
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TOUCH FIGURING 
speeds up profits... 


You know how the touch system speeds up typing, enables your secretary 
to get out more work with less eyestrain and fatigue. 

Similarly, the automatic electric carriage shift of the new Marchant, the only 
100% electric calculator, enables the operator to run the machine with one 
hand while keeping her eyes on her figures. . . or even while blindfolded. 
The machine does all the work electrically. The automatic shift moves the 
carriage at will, one step or many, either way, and saves time amazingly. 
Faster figuring...absolutely accurate and with- 

out brain fag...increases efficiency all through 


a business. And that speeds up profits. 


Learn how the Marchant can increase efficien- 
cyand profits for you. Have this new automatic 
electric carriage shift and the five big exclusive 
improvements of this calculator demonstrated 
on your own work, Compare it with any other 


calculator. Satisfy yourself in every way that 


the Marchant really is in a class by itself. 


Mail the coupon, or phone our local representative. 


Sales and Service Offices the World Over. 


tAdds 
Subtracts 
_Multiplies 
‘Divides 


MARCHANT 


(5) exclusive improvements 
\ that place the Marchant 
ina class by itself 


Electric, hand operated and portable models 
as low as $125 


17 years building calculators, nothing else 


If this continues, the unit banker must 
fortify his position to meet this strong 
competition which will have a marked 
effect on his deposits, and if his institu- 
tion is not sufficiently capitalized and 
being operated on a profitable basis, his 
business will diminish when in direct 
competition with the strong branch or 
chain bank. However, I am one who be- 
lieves that the public patronizing banks in 
small towns and cities would much rather 
transact its business with a good, strong, 
conservatively managed unit bank oper- 
ated on a profitable basis than with 
either a branch or chain bank, owned 


= MARCHANT CALCULATING MACHINE Co. 
: Dept. 90, Oakland, California 


= Please send me full information about 
= [ ] Marchant All-Electric 


{ ] $125 Marchant Portable 


and controlled by non-residents. But the 
unit bank must be sufficiently capitalized, 
efficiently managed and proportionately 
large enough to properly serve its com- 
munity and through its operation build 
up ample reserves to meet any unfore- 
seen contingency which may arise. 


Why Not? 


F the unit banker has such an institu- 
tion, I feel confident the supervisory 
departments of both the state and nation 
will rejoice and that even the cold atmos- 
phere so noticeable in the Federal Re- 
serve Bank Building will become more 
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balmy and the small town banker wil] 
not feel so chilly when he calls there to 
negotiate a fifteen-day loan collateraled 
by perfectly good Government bonds. 

Therefore, since it seems that bank 
consolidations are favorably thought of 
by the public, the stockholders, the of- 
ficers and directors, and as they will be 
beneficial to the communities and lighten 
the load of the supervisory departments, 
why, then, should they not be encour- 
aged? 

However, I would not recommend that 
any merger be effected unless the assets 
of the consolidated association are the 
right kind, as measured by the standards 
of this time. The expression, “Merge 
and Purge,” strikes me as being very 
expressive of what small town banks 
should do. When you are working on 
your merger, insist that no assets be 
taken in from any source which cannot 
be classed as good current bank assets 
that can be liquidated with certainty at 
maturity. When, if ever, the time ar- 
rives when you will have branch or chain 
bank competition, your competing bank 
will be in such condition at all times and 
you should see to it that you are in as 
liquid a condition as possible to make 
favorable showing against their pub- 
lished statements, which will be the most 
valuable weapon they will possess to at- 
tract business. 


The Sue af the Bond 


(Continued from page 760) 


the Comptroller’s definition of evidences 
of indebtedness. Before banks can ever 
be permitted to engage generally in the 
purchase and retention, for their own ac- 
count, of common stocks there must be a 
radical revision of the present relation- 
ship between the bank and its depositors. 
The depositor is at present the creditor 
of the bank. Since the obligation of the 
bank may be terminated at the option of 
the creditor, on demand, and since the 
condition of solvency requires liquida- 
tion in full, it would involve the safety 
of the banking structure in unwarranted 
jeopardy to permit investment in any- 
thing but credit instruments. 

Moreover, the future of the bond is 
bright. The stock market after its self- 
chastisement appears to be subdued. The 
central bank is and should continue con- 
tent to grant easy money. All the fac- 
tors that bear upon the long time trend 
of interest rates point downward. While 
pre-war investment thought underrated 
the value of the common stock, it is 
equally true that the past few years have 
exaggerated it in the other direction. The 
stock market appears to have exacted its 
penalty for this error in judgment. Per- 
haps we are destined now to move along 
that golden mean which will permit both 
stocks and bonds to play their appropri- 
ate parts in the investment scheme. 
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State Debts and Highway 
Financing 
(Continued from page 752) 


cent from bonds; 65.9 per cent from 
property taxes; 6 per cent from vehicle 
taxes; 6.4 per cent from gasoline taxes; 
and 3.7 per cent from funds received 
from the states. In 1921 the income of 
the local road authorities from the sale 
of bonds was 41.6 per cent of the whole, 
vehicle fees accounting for 2.4 per cent, 
gasoline taxes being negligible and direct 
taxes making up the balance. 

Of the total expenditures by states 
and local authorities in 1921, amounting 
to $1,149,437,896 bonds accounted for 
38.1 per cent; motor vehicle taxes to 
7.6 per cent and gasoline taxes to only 
0.3 per cent, the balance being made up 


of receipts from direct taxes or govern- 
ment grants. In 1928 of the $1,684,652,537 
expended, bonds accounted for only 16.1 
per cent, motor vehicle taxes to 18.4 per 
cent, and gasoline taxes to 17.1 per cent. 
The increase in the expenditures be- 
tween 1921 and 1928 amounted to $545,- 
214,641 while the increase in the taxes 
on motor cars and gasoline allotted for 
road purposes amounted to $474,884,387. 
The expenditures of the states alone on 
state systems of highways increased 
from $405,642,899 in 1921 to $849,326,- 
598—an increase of $443,683,699. Their 
income from vehicle taxes and taxes on 
gasoline increased from $104,558,467 in 
1921 to $627,868,867 (gross) in 1928 of 
which $493,298,646 was applied directly 
to roads—an increase of over $500,000,- 
000, net, in income. Their bond issues, 
however, in spite of the immense in- 
crease in expenditures, amounted in 
1928 to only about $8,000,000 more than 
those of 1921. 


Posterity Will Benefit 


HE immense increase in the receipts 

from vehicle and fuel taxes of course 
accounts for the change although these 
large receipts are the basis of most 
present bond issues and are a constant 
incentive to further issues. While the 
issue of state bonds for highway pur- 
poses is still on the increase year by 
year the amount of bonds proportionate 
to the tremendous increase in improved 
road mileage and the mounting expendi- 
tures for construction and maintenance 
is constantly decreasing. 

Moreover the larger part of the bond 
issues in the past few years have been 
put out by states as they inaugurate new 
highway systems. As such systems 
develop they become increasingly self- 
supporting in the way of vastly in- 
creased incomes from taxes on the ve- 
hicles using the roads either in the way 
of license taxes or taxes upon fuel con- 
sumption or both. Accordingly it is be- 
coming more and more evident that im- 
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SeG Secret Key Changing Locks, Time 
Locks and Combination Locks 


Some of the 
Banks Using S&G Locks 
Equitable Trust Co. 
New York 
Bowery Savings Bank 
New York 
Northwestern National 
Pank—Minneapolis 
Williamsburg Savings 
Bank—Brooklyn, N. Y. 
Union Trust Co. 
Detroit 
Rochester Savings Bank 
Rochester, N. Y 
Wachovia Bank & 
Trust Co.—Raleigh, N.C. 
City Safe Deposit Co. 
Albany, N. Y. 
Royal Bank of Canada 
i Montreal 
j Liberty Title and Trust Co. 
Philadelphia 
Commercial Trust Co. 
New Britain, Conn. 
First National Pank 
Easton, Penna. 
Provident Trust Co. 
Philadelphia 
Canadian Bank of 
Commerce—Toronto 


proved public roads are in the nature 
of productive public works rather than 
luxuries or conveniences. They produce 
increasing revenues large enough to re- 
tire rapidly bonds or other obligations 
issued to construct them and instead of 
being a burden upon posterity they are 
profitable investments from which pos- 
terity will draw most of the benefits not 
only in the way of improved social con- 
veniences but in actual financial return. 

Furthermore the revenue derived from 
these special taxes on the users of the 
roads, $627,863,867 last year as above 
mentioned, greatly exceeds highway 
allotments of such revenue. Aside from 
the portion of this special revenue ap- 
plied to interest and amortization of 
bonds, expense of collection and upon 
the roads themselves some of the states 
devote a considerable portion to other 


Rochester 


Guard the Nation’s Wealth 


Neither the violence of the yeagman, the skilful stealth 
of the thief, nor the suave methods of the modern 
crook avail against the thousands and thousands of S«G 
Locks that protect the wealth of the people. Buried 
under tons of steel, yet stronger than the brute strength 
of steel alone, they make these banks what they are— 
the financial bulwark of the country. 


Sargent & Greenleaf Inc. 


New York 


purposes — $24,882,488 in 1928 — rural 
schools being one of the chief bene- 
ficiaries in several of the states. Most 
of the states also divide the taxes re- 
ceived from vehicle license fees with the 
counties and local units. In 1928, 28 
per cent of such fees were turned over 
to local authorities as compared with 
21 per cent in 1921. In 1928, 6 per cent 
of the gasoline tax in all the states was 
turned over to local authorities. There 
is a strong tendency to increase this 
division, particularly in the way of 
making increased allotments to cities 
for paving purposes. 


The State’s Part 


HE cooperation of the national, 
state and local authorities in the de- 
velopment of comprehensive systems of 
highways all over the country also leads 
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FOR INDIVIDUAL AND 
INSTITUTIONAL INVESTORS 


Every investment account, whether made up entirely of 
fixed interest-bearing securities or including a proportion 
of equity issues, should have a foundation of high-grade 
bonds. Government, State, Municipal and the best Cor- 
poration bonds are the recognized media for the conserva- 
tion of capital, and are just as suitable investments for 
individuals as for savings banks, insurance companies and 


other institutions. 


The National City Company provides conveniently located 
investment offices in the following cities where recommen- 
dations for the employment of current surplus funds will 


gladly be made: 


Albany, N. Y. 
Atlanta, Ga. 
Atlantic City, N. J. 
Baltimore, Md. 
Birminghan, Ala. 
Boston, Mass. 
Buffalo, N. Y. 
Chicago, IIl. 
Cincinnati, Ohio 
Cleveland, Ohio 
Dallas, Texas 
Davenport, Iowa 
Denver, Colo. 
Detroit, Mich. 
Hartford, Conn. 


Houston, Texas 


Indianapolis, Ind. 
Kansas City, Mo. 
Los Angeles, Calif. 
Louisville, Ky. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 
Minneapolis, Minn. 
Newark, N. J. 
New Orleans, La. 
Oakland, Calif. 
Omaha, Neb. 
Pasadena, Calif. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Me. 


Portland, Ore. 
Providence, R. I. 
Rochester, N. Y. 
St. Louis, Mo. 

St. Paul, Minn. 
San Diego, Calif. 
SanFrancisco,Calif. 
Scranton, Pa. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Toledo, Ohio 
Washington, D. C. 
Wilkes-Barre, Pa. 
Montreal, Canada 
Toronto, Canada 


The National City Company 
National City Bank Building, New York 
INVESTMENT SECURITIES 


to a division of funds otherwise. The 
national Government at present, after 
having inaugurated its system of grants 
for public roads in the various states in 
1916, made an appropriation of $100,- 
000,000 in 1921 and has appropriated 
$75,000,000 a year for the past five years 
and the same sum for the fiscal year 
1930 as aids to the states in highway 
construction. This money is granted 
the states for use in the construction of 
roads which fit in with national high- 
way systems. On the other hand coun- 
ties and other local units, in order to 
secure the cooperation of the states in 
their local systems, have also made 
grants to the state authorities in similar 
amounts, funds transferred from local 
authorities for state purposes in 1928 


having amounted to $86,709,904. State 
authorities, in order to secure the cocper- 
ation of local authorities in the extension 
of state highway systems also make 
grants to local authorities, such funds 
transferred in 1928 having amounted to 
$30,997,475. 

The general tendency is in the direc- 
tion of increasing the state’s part in 
road construction. From the above fig- 
ures it appears that the states received 
from the Federal Government and from 
local authorities in 1928 grants totalling 
$167,509,269 of which only about $31,- 
000,000 is returned to local authorities 
although some $86,000,0000 or so is also 
paid local authorities as a share of the 
vehicle and gasoline taxes. However, in 
1921, of the $1,149,437,896 expended 
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upon the rural roads of the country, the 
counties, townships and the like con- 
tributed $743,794,997 as against the 
states’ $405,642,899—the former 64.7 per 
cent and the latter 35.3 per cent of the 
whole. In 1928, of the total of $1,684,- 
653,549 income for public road purposes 
the local units contributed $835,326,951 
or 49.57 per cent and the states $849,- 
326,598 or 50.43 per cent. 

Nevertheless the counties, townships, 
and other local units are bearing bur- 
dens for road purposes far greater than 
they bore seven or eight years ago. In 
1921 the income from the sale of road 
bonds by local units amounted to $322,- 
613,529 while by 1928 this income 
amounted to only $150,222,357. On the 
other hand the income of the local units 
from direct property taxes in 1921 for 
road purposes was $347,633,360. In 1928 
local road levies produced $416,812,566 
to which must be added $81,948,993 ap- 
propriated by local authorities from 
their general funds—a total of $498,- 
761,559 direct taxes appropriated for 
road purposes. They are paying much 
more but are receiving much more for 
their money. It is apparent also that 
although something like two-thirds of 
the rural road bond indebtedness of the 
country at the present time is in the 
way of county, township, or district 
bonds or notes, that method of financing 
road construction is being abandoned by 
the local authorities in favor of a pay- 
as-you-go policy. 


Future of the Indepen- 
dent Country Bank 


(Continued from page 775) 


away from the small town. More people 
were driving through their old home 
towns to do their trading in large cen- 
ters, but lately a definite reaction has set 
in. The small towns now have chain 
stores. The old time merchant has cleaned 
up his store. He has become a second 
Ponce de Leon, seeking a new lease of 
life and he apparently has got at least 
one foot wet in the Fountain of Youth, 
being that much more fortunate than the 
Spanish explorer. Now, it is quite the 
custom for the farmer to leave his order 
in the country grocery store as he goes 
through, city bound, to pick up the gro- 
ceries upon his return, and he also goes 
into the country bank to deposit his pro- 
duce check and get enough for his gas 
and dinner. 


Merchants’ Changed { Attitude 


COUPLE of years ago the country 

business man showed a mild indif- 
ference to his banker and was not overly 
interested in his welfare. With the ad- 
vent of the chain store he has dropped 
his piccolo and has purchased the biggest 
bass horn available. He now talks confi- 
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dentially to his banker about what “we” 
must do, and then goes out and talks 
equally as confidentially to his farmer 
customer as to what would happen if we 
lost our local bank and had to go to X 
to do our banking. Then, too, the recent 
radio talks are creating considerable agi- 
tation as to the advantage of being able 
to do business at home. Farmers and 
country business men are wondering how 
they would like being forced to go to 
some other town where the banker does 
not know them and acts as though he did 
not care, except when they make a de- 
posit. Then, too, the country customer 
is keenly aware that quantity does not 
make quality in banking or anything else 
and is considering if, after all, his local 
bank needs a nurse. He seems to think 
it has got along pretty well so far, and 
he asks “What is the great idea, any- 
way?” 

I have been watching with keen inter- 
est the statements of two country banks 
with deposits close to $100,000 and $180,- 
000 in a strictly agricultural section, with 
two successive short crops to their detri- 
ment. These banks are in towns of 150 
population, one located ten miles south 
and the other the same distance north of 
a thriving, vigorous young city of 20,000. 
By automobile they are only fifteen min- 
utes from their metropolis. All three 
banks in the city are excellently man- 
aged and have well-earned and state- 
wide reputations for conservatism, and 
all belong to powerful groups. The local 
press has been most liberal in helpful 
publicity; considerable money has been 
spent in educational advertisements in 
the local daily. The service clubs have 
been propagandized by outside speakers. 
The radio has also been freely used. In 
fact, everything has been done, with 
graceful dignity, except going out into 
the country and personally soliciting busi- 
ness. The three banks in the city show 
a loss of 8 per cent in deposits the past 
year. The two small country banks, ac- 
cording to the thunderings of our effi- 
ciency experts, first had no right to have 
even been born; secondly, inasmuch as it 
was a “mistake,” they had no right to 
exist; thirdly, everything is trending to- 
ward the larger centers and the money 
goes to the larger banks and those with 
gigantic affiliations. 


Did Not Lose Deposits 


UT here are the facts: Neither of 

these small country banks shows 
that it has been losing any deposits to 
the city banks on account of their pow- 
erful financial connections. In fact, the 
deposits of each are practically what they 
were a year ago despite two successive 
poor crops to drag them down. The men 
running these banks receive substantial 
Salaries, and one of the banks made in 
1929 a ne’ profit in a per cent that would 
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be termed on Wall Street a real melon, 
while the other did even a little better. 
Here is another country bank in a 
town of 200 with a capital of $20,000 
and whose deposits have never seen a 
peak of $90,000. It is a one-man bank 
and the cashier draws $150 per month 
and a bonus of $100 per year. This bank 
paid 9 per cent last year and has put 
$1,000 to surplus and $700 to undivided 
profits. Still another bank in a town of 
500 has capital of $15,000, surplus of 
$15,000 and deposits of $400,000, with 
employees drawing excellent salaries. It 
has always paid dividends in a percent- 


age that would have gladdened a bull 
speculator before the recent stock crash. 

A recent analysis was made of a string 
of country banks, in a state which has 
lost one-half of its banks in the last ten 
years. To get as complete a cross-sec- 
tion as possible a questionnaire was sent 
to every country bank, starting in at the 
state line and extending to the center of 
the state following a certain railroad, 
with a half circle like the end of a but- 
ton-hook, to insure the taking in of some 
poor country. This survey covered good, 
fair and poor parts of the state and a 
section that has had from only fair to 
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Should you be permanently disabled, you receive a defi- 
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poor crops for five years. The best part 
of the state, or any section that had a 
good crop last year was not included. 
Every bank responded, and if they had 
declared in dividends all of their net earn- 
ings and placed nothing to surplus and 
undivided profits their dividends would 
have averaged 16 per cent plus per bank 
on their present capital and surplus. 


Nothing to Fear 


URTHER, a certain bank in a town 
of 700, with competition, earned from 
$4,500 to $6,000 in insurance premiums. 
Many a country bank in grain sections 
should clear from $500 to $1,500 per year 


in hail insurance premiums alone, but, in 
too many cases, the managing officer con- 
siders those earnings to be his own and 
not the bank’s. Again, a dividend of from 
2 per cent to 8 per cent is declared in one 
lump sum but to only one stockholder. 
Many country banks are now making 
from $300 to $800 per year in service 
charges and state banks as high as $3,000 
per year on exchange, since going off the 
par list. 

As the saying goes—“thar’s gold in 
them thar hills”—so there’s money and a 
future in the business of a country bank. 
There is something more than that: A 
chance to develop your own personality, 
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to be human and, above all, independent, 
The country banker has nothing to fear 
except his own shadow. There is little 
danger of his being forced out of busi- 
ness or swallowed up if he has the confi- 
dence of his community, has not worn a 
glass eye, nor developed a superiority 
complex, and has been keeping up with 
the time by attending his bankers’ con- 
ventions, bankers’ conferences, and more 
especially, his county banker meetings. 

If we accept the statement that the 
country banker was at the crossroads 
we must admit he has chosen the right 
road and is now on his way to safety and 
success. To be sure he is not driving a 
Packard but he has discarded his Model 
T Ford and is enjoying a moderately 
priced car. 


Rediscounting 
(Continued from page 768) 


osmosis of cheap credit sometimes is a 
little slow. The causes of this lag are 
too complicated for discussion here, but 
it can be said in the passing that there 
is no accumulation of evidence as yet 
that banks are loaded heavily with 
frozen security loans, as has been stated 
so often of late. 

There is no intention on the part of 
the reserve authorities to make money 
as artificially cheap as it was in 1927. 
No reason or excuse for it is seen. It 
could not be accomplished by the redis- 
count rate alone, for now is a time when 
the rediscount rate has no tremendous 
effect on money rates paid by commer- 
cial borrowers, though of course policy 
could be so manipulated as to make it ef- 
fective. Open market policy of buying 
large quantities of government securi- 
ties might be employed,. but it seems 
doubtful whether this will be done on 
the same continuing scale as in recent 
months. More gold probably will flow to 
Europe, perhaps $100,000,000 to $150,- 
000,000 in the next few months. The re- 
serve banks will offset this by open mar- 
ket purchases only if it seems necessary 
to make credit throughout the country, 
not merely in New York, plentiful for 
business and at reasonable rates. By 
“reasonable rates” are meant, probably, 
rates a little lower than at present. 

The fear of a lusty stock market suck- 
ing credit from trade and industry has 
not left the minds of those who control 
the reserve system. The fire may be out, 
but the ruins will bear watching out of 
the corner of the official eye, while the 
full gaze is directed at the credit re- 
quirements of trade, industry and agri- 
culture. Federal reserve policy may be 
counted upon to aid these within the 
limits of Federal reserve power—not 
statutory authority, but economic or ab- 
solute power. There are limits: they are 
not so broad as many people imagine. 
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The Canadian Credit 


Situation 
(Continued from page 776) 


any shifting from one bank to another 
of the financial strain that any one in- 
stitution may have to bear, for the five 
or six largest have branches throughout 
the Canadian grain belt and in the large 
centers where the dealers and exporters 
are located. Therefore, repayment of 
farmers’ loans means as a rule only that 
the greater part is assumed by those in- 
dividuals and concerns who take over the 
grain from the growers. In short, the 
banks assist in every step in the produc- 
tion and disposal of Canadian wheat, and 
are reimbursed only when the foreign 
importer pays for it. 

In 1928 Canada produced a record 
crop, one of over 560,000,000. bushels on 
about 23,000,000 acres, and there then 
loomed up the largest scheme of financ- 
ing that Canadian banks had ever con- 
templated. The preparations to provide 
that this vast quantity of wheat be 
brought to the market promptly and 
that the farmer be paid upon delivery 
required, first, that the banks mobilize 
their resources in midsummer and, sec- 
ondly, that they prevent the diversion of 
funds into non-commercial channels. In 
other words, a large fund of credit, prob- 
ably as much as 200 million dollars, had 
to be placed at the disposal of the wheat 
trade and a check had to be made on the 
demand for speculative funds. How 
well this scheme worked out may be il- 
lustrated by the fact that about 400,- 
000,000 bushels of wheat were exported 
in a year of world over-production, over 
40 per cent of the world exports of this 
commodity. 

Apart from wheat financing Cana- 
dians banks were called upon to pro- 
vide an increasing fund of credit for 
other classes of business, and their com- 
mercial loans for every form of business 
were higher by $246,000,000 on the 31st 
of October, 1929, than at the same date 
in 1928. 

The effect of the banks’ action on 
speculation was to bring about a gradual 
liquidation of inflated values in many 
stocks and, therefore, it seems that the 
general public in Canada was less af- 
fected by the recent debacle in the stock 
markets than if unrestricted credit 
for speculation had been granted. To 
show how tight a rein was held by the 
Canadian banks it may be mentioned 
that domestic call loans on the 31st of 
October stood at $268,000,000, as com- 
pared with $249,000,000 on the corre- 
sponding date in 1928, a comparatively 
small increase considering the wide- 
spread demand for speculative funds. 
Cases are known where important cus- 
tomers were denied loans, which would 
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have been supported by gilt-edge col- 
lateral, because they required the funds 
for stock market speculation. 

If the Dominion Government’s state- 
ment for October consolidating the 
assets and liabilities of all Canadian 
chartered banks were examined it would 
be seen that these institutions had $252,- 
000,000 outstanding in call loans outside 
Canada, that is, in New York. The 
banks count such loans on securities as 
part of their reserves and the New York 
call loan market has long been regarded 
as the main field for loans of this char- 
acter as well as one outlet for large 
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temporary deposits. These call loans are 
also the first source of funds when, as 
frequently happens, sudden demands 
arise for additional commercial credit. 
The extensive use of the New York 
market may be further explained by 
mention of the fact that, while the Can- 
adian call loan field has widened in re- 
cent years, it is not yet in a position 
suddenly to absorb or release any great 
sum of money. 

The wisdom of the policy adopted by 
Canadian banks in restricting credit for 
speculative purposes during the year 
and a half is now clearly evident. 
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Marketing Power in Wheat 
(Continued from page 780) 


easily as may the leading seller. Great 
Britain is that buyer, by fully as wide a 
margin as Canada has on the opposite 
side, and Great Britain is not going to 
concede a farthing on the loaf for the 
benefit of wheat growers. 


Has Assumed Leadership 


HE Canadian pool held back its big 
TT stock of wheat through the past 
autumn, in the belief that the world po- 
sition justified a better price. Mean- 


while the crops of Argentine and other 
southern countries were marketed in the 
usual way. The Canadian pool has pitted 
its judgment and bargaining strength 
against that of big world buyers. Per- 
haps its action benefited the Argentine 
farmers first of all, enabling them to get 
a better price than if Canadian wheat 
had been dumped on the market. While 
it is equally possible that the pool will 
score a greater gain for the Canadian 
growers. 


At least it is clear that through the 
agency of the pool, Canada has assumed 
definite leadership of the world’s wheat 
sellers. The third “world’s wheat pool 
conference” with delegates from all over 
the world, took place in Regina, Sas- 
katchewan, in 1928, and in the present 
year, 1930, officials of the pool have al- 
ready been in London in conference with 
the British Government on a plan for 
quantity transactions and even distribu- 
tion of shipments. 

Leaving aside this vast question of 
world market influence, as still somewhat 
visionary, there remain lesser possibili- 
ties which are still important and more 
practicable. Without affecting the aver- 
age world price, the pool might be able, 
through its financial strength and 
through the widest possible statistical 
knowledge and the best judgment, to 
make its sales to better advantage than 
others, not only within but also without 
Canada. The pool directors have not 
skimped expenses, and have hired well 
trained “five-figure’” men for their ex- 
ecutives. As the biggest selling organi- 
zation, the Canadian pool has the most 
power and possibly the most freedom, as 
a great proportion of small sellers are 
governed by circumstances. The biggest 
company in Canada, outside of the pool, 
has an elevator capacity of only 35,000,- 
000 bushels. 


Stepping Cautiously 


HE pool again might, on behalf of 
Tau wheat producers, influence the 
The 
demand for wheat is not a fixed quantity. 
There is some degree of elasticity, for 
wheat is a foodstuff which competes with 


world supply or demand for wheat. 


rice, rye and a dozen others. Though 
there is little chance of controlling pro- 
duction, even in Canada, let alone in the 
world, there is always the possibility of 
the natural trend toward white bread be- 
ing stimulated by propaganda in favor 
of wheat. Or, as an alternative, the pool 
might undertake to build on the superior 
milling qualities of Canadian hard 
wheat. Scarcely a generation ago, we 
probably looked upon raisins, and or- 
anges and peanuts as things with defi- 
nitely limited demand and possibilities, 
but the producers or distributors have 
promoted these commodities with tangi- 
ble results. 

These are mere hints of possibilities. 
The Canadian pool is stepping cautious- 
ly, though each step means millions of 
bushels and millions of dollars. It does 
not undertake to “merchandise” wheat, 
for that new term, which has become so 
popular in mercantile life, assumes a 
product which is not exactly essential, 
and the sale of which involves education 
as well as trading, and a linking of taste 
and season with output,in such a way 
as to produce the biggest volume and 
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profit. That the wheat pool is not a 
haphazard seller is equally obvious. Its 
avowed ambition is better described as 
“orderly marketing” and in this it has 
been successful. But this policy already 
contains the germs of “merchandising,” 
and who knows but that these germs may 
grow into movements not now contem- 
plated? 


Raiders of the Bank 
Account 
(Continued from page 788) 


prevented much of this loss. If this ser- 
vice is not made available in the near 
future, it is to be expected that another 
large decrease will be reported for the 
year ending June 30, 1930. 


Investment Trusts in the 
Bull Market 


(Continued from page 784) 


well as those on commercial loans, have 
remained so comparatively low ever 
since. During that critical but com- 
paratively brief period when reductions 
in brokers’ loans were due to withdraw- 
als on foreign account, on account of 
out-of-town banks, and on account of 
lenders figuring in the loans “for 
others,” rather than to the transfer of 
stocks from weak hands to strong ones, 
or from speculative accounts to genuine 
investors, the New York City banks 
came to the rescue as has already been 
noted. 

From that point onward the decrease 
in brokers’ loans was the inevitable re- 
sult of long overdue liquidation proc- 
esses. This change of ownership still in 
process from marginal borrowers buying 
at high prices to bargain-hunting strong- 
box holders wholly or in large measure 
using their own capital, was due to the 
crumbling of public confidence in the 
existing price structure and the sacrifice 
sales resulting therefrom, rather than 
to any acute shortage, real or fancied, 
in necessary funds. 


In the Backwash 


NE further point is worth empha- 

sizing in connection with the sup- 
posed effects of finance, holding and in- 
vestment companies upon the recent 
course of stock prices: namely, that 
withdrawals from brokers’ loans on for- 
eign account meant an actual reduction 
of that much capital used in the Amer- 
ican stock markets; that withdrawals by 
out-of-town banks meant in general a 
diversion of funds from securities to 
business purposes; but that reductions 
in brokers’ loans caused by withdrawals 
on the part of investment, finance and 
holding companies were almost imme- 
diately in large measure compensated 
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for by corresponding purchases on their 
own account of securities which seemed 
undervalued in the backwash of the re- 
action. 

There is, in effect, no valid reason for 
maintaining that investment, holding, 
and finance companies as a group were 
responsible for the preceding inflation, 
or the subsequent crashes. Some among 
them did add their influence to the 
cumulative forces which brought the 
price structure into such an unbalanced 
position; others, including many of the 
investment trusts in the proper sense of 
this term, acted in the interests of 
sanity and conservatism by the careful 
selection and pricing of securities. 


It is true that a vast volume of hold- 
ing, trading and finance company flota- 
tions added to the oversold and undi- 
gested condition of the market in Sep- 
tember. However, all finance, invest- 
ment and holding company issues, in- 
cluding a wide diversity of incompatible 
types, did not exceed 26 per cent of ag- 
gregate new flotations in the first ten 
months of this year, or 34 per cent of 
the total for the period September 1 to 
mid-October. Much capital going into 
these financial and holding companies 
would otherwise have been used to pur- 
chase public utility and industrial issues 
already selling at equally or more in- 
flated prices. 
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Acted as a Cushion 


N the other hand, it must be re- 

membered that a high proportion 
of newly raised financial and holding 
company capital had gone into brokers’ 
loans in the weeks preceding the crash, 
thereby partially restoring to use for 
further security purchases—on the oner- 
ous terms of the brokers’ loan market— 
the amounts earlier subscribed on these 
financial company issues. In other words, 
money was to a certain extent diverted 
from what would otherwise have been 
additional purchases of active older 
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stocks, into the coffers of new financial 
and investment companies which loaned 
these funds on call instead of further 
bidding up prices by their own purchases 
in a topheavy market situation. 

When the crashes came, a very few 
of the finance, holding and investment 
companies may have added to the gen- 
eral confusion by sacrificing of securities 
owing to bank loans, or unreasoning 
fear, but the majority—including most 
of the larger investment trusts—took ad- 
vantage of this situation by utilizing 
liquid resources, including money hither- 
to loaned on call, for reducing average 


costs of securities held by additional pur- 
chases at lower levels, or for buying at. 
their sacrifice prices stocks not earlier 
held. 

In this way they acted, in the main, 
as a cushion and a stabilizing force for 
the market, but only, it should be added, 
to the extent of their modest ability. As 
unreasonable as the claim that these 
companies caused the crash is the com- 
plaint, equally in evidence at the time, 
that they did not counteract it. It 
might in all innocence be asked how they 
could have done either—since they could 
not possibly have done both—with an 
aggregate capital equivalent to less than 
one-twentieth of the total value of stocks 
listed on the New York Stock Exchange 
alone at the height of the market. 


HEN we begin to make certain 

elementary distinctions among the 
many different kinds of finance, holding, 
trading, management, and investment 
funds and companies in this country, it 
becomes increasingly evident that what- 
ever may be said about this broad and 
rather inchoate group, as a group, does 
not necessarily apply to the investment 
trusts, as distinguished from other finan- 
cial companies which do not make their 
sole or main objective the diversification 
of risk over a broad body of carefully 
selected investments. The very careless 
usage of the term “investment trust” 
has, in reality, obscured the fact that 
for the latter months of 1929 the inter- 
est of the public was very much less in 
investment trusts, technically and cor- 
rectly speaking, than in finance and 
holding companies. 

Of this we are at least certain—that 
the influence of the investment trusts as 
such has been far less than exaggerated 
current reports would indicate; that 
they are in no sense the force in Amer- 
ican business which holding companies 
have been since pre-war days; that they 
have been less influential in the security 
markets during recent months than the 
many sizable finance, holding and trad- 
ing companies which have mistakenly 
been identified with them on the prin- 
ciple that in this case, at least, the “tail 
should wag the dog”; and that, for the 
most part, their influence, not in any 
case great enough to dominate the se- 
curity markets, has been in the direction 
of sanity and conservatism. 


South African Gold 


HE gold output of the Transvaal for 

1929, as reported by the Chamber of 
Mines of South Africa, was £44,259,778 
as compared with £44,024,058 in 1928 
and with £43,058,178 in 1927. Produc- 
tion in the Transvaal during the first 
half of 1929 was substantially in excess 
of the corresponding period during 
1928. 
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Causes of Market 
Collapse 


(Continued from page 791) 


“It is, of course, difficult to determine 
the exact extent of the short interest at 
any given time, but fortunately, at one 
of the worst periods of the last crisis, 
the Stock Exchange by means of a spe- 
cial questionnaire sent to its members, 
obtained statistics as to the current size 
of the short interest. The amount of 
the total short interest at the close of 
one of the worst days of the panic was 
found to be extraordinarily small, con- 
stituting only about one-seventh of one 
per cent, of the total listed shares. This 
fact seems to me to be a conclusive an- 
swer to the oft-repeated statement that 
in the latter days of the panic short 
sellers and bear raiding were respon- 
sible for the declining value of securities. 


Compulsory Buyers 


6“ ANY persons who criticize short 

selling consider only the depres- 
sing effect which the short seller is sup- 
posed to have upon the market; they ig- 
nore entirely the fact that a ‘short’ as 
soon as he has sold becomes a compulsory 
buyer of stock at some time in the fu- 
ture. Since ‘shorts’ must buy at some 
time they are in times of financial dis- 
tress the backbone of the market. 

“When prices decline sharply and most 
investors wait for the bottom of the 
market and most margin purchasers de- 
lay buying either because they are them- 
selves embarrassed by the decline or be- 
cause they are afraid that it may run 
further, it is the short sellers who be- 
come the buyers. Some economists be- 
lieve that one of the reasons why the 
break last autumn proved so severe was 
the absence of a short interest adequate 
to absorb the great torrent of liquidation 
and they point out that during the last 
few years our great prosperity has made 
most people speculate for the advance 
and not for the decline. 

“The steady and great increase in se- 
curity prices during the last few years 
has resulted time and again in punish- 
ing severely the few traders who had 
the temerity to sell the market short and 
finally a point was reached last summer 
when the normal restraint imposed by 
short selling was practically non-existent 
and an undoubted inflation of security 
prices set in. The New York Stock Ex- 
change, however, is not so much con- 
cerned in defending short selling per se 
as in promoting more orderly and stable 
markets. The experience of every lead- 
ing Stock Exchange in the world proves 
that the short seller is indispensable to 
an orderly market and the Stock Ex- 
change is therefore unwilling to forbid 
or artificially embarrass short selling.” 


@) 
Careful Planning 


One of the distinguishing charac- 
teristics of The American Ap- 
praisal Company is the care with 
which American Appraisal Service 
is designed to meet the specific 
requirements of each client. The 
strength of an appraisal, just as 
the strength of a bridge, depends 
to a large extent upon the excel- 
lence of the original specifications. 


THE 
AMERIGAN APPRAISAL 


GOMPANY 


New York + Chicago «+ Milwaukee 
and Principal Cities 


A NATIONAL ORGANIZATION 


From Maine 
to Florida— 


... “From the rockbound coasts of Maine, to the sunny 
shores of Florida” . . . was once no more than a flowery 
figure of speech for Fourth-of-July orators; but now it 


has been made a reality by the National Electric Power 
Company. 


The subsidiaries of this company furnish indispensable 
utility services in fifteen states, from Maine to Florida, 
and westward to Ohio and Michigan. 


NATIONAL ELECTRIC 
POWER COMPANY 
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Theodore Prince 


& Co. 


Members New York Stock Exchange 
Members New York Curb Exchange 


RAILROAD BONDS 


PUBLIC UTILITY 
BONDS 


FOREIGN 
GOVERNMENT BONDS 


UNLISTED STOCKS 


Equitable Building 
120 Broadway 
New York 


1st Nat’! Bk. Bidg. 
1 Federal St. 
Boston, Mass. 


Integrity Bldg. 
Walnut & 16th St. 
Philadelphia, Pa. 


NEW YORK CITY 
BANK STOCKS 


Based on 


Year-End Statements 


Copy on Request 


Ralph B. Leonard & Co. 


MEMBERS: 
Association of Bank Stock Dealers 
Unlisted Securities Dealers Association 


25 Broad St., New York City 


The Condition of 
Business 
(Continue from page 796) 


than is true at other times, for the rea- 
son that it has not been featured by any 
important developments and the chief 
interest has centered on the signs of re- 
covery in business activity. Interest 
rates have been restored to normal and 
should remain so for some time, without 
being actually cheap. Plenty of credit 
accommodation will be available to assist 
business in its recovery. Federal re- 
serve banks and member banks alike are 
in a sound position, and the further sub- 
stantial liquidation of both secured and 
unsecured loans is building the founda- 
tions for an irevitable expansion in busi- 
ness and the security markets. Exports 
of gold have temporarily subsided, and 
the indebtedness of member banks to 
the reserve banks is the lowest for three 
years, the majority of the institutions 
being entirely out of debt. 

The assertion has been frequently 
heard that the banks are still loaded up 
with secured loans from the stock mar- 
ket slump, that many of these are still 
“under water” as regards margins, and 
that this is an unfavorable element in 
business recovery in that these loans 
will be liquidated by throwing the stocks 
on the market as soon as better prices 
are reached. This seems to be pure as- 
sumption, unsupported by facts, and 
while there are doubtless such isolated 
cases, it must be borne in mind that 
when the outlook brightens the attitude 
of both bankers and customers is likely 
to change. Whenever stocks are low 
and slowly rising, one hears of the enor- 
mous selling orders that are overhang- 
ing the market and that will check any 
upward movement, but before those or- 
ders are reached many of them will be 
withdrawn. Banks may, in a period of 
credit strain and high interest rates, 
arbitrarily demand that customers liqui- 
date at the earliest possible moment, but 
when easy money rates return and com- 
petition for new business becomes in- 
tense, the banker who attempts to force 
the liquidation of properly margined 
loans will only drive the customer to 
another bank, or to a broker. 


A Good Bond Month 


HAT has been said about the 
WV vuictness and normality of money 
goes for bonds and stocks also. Last 
month was the best bond market since 
the beginning of 1928, and there is no 
doubt that the former popularity of 
bonds is returning, although one would 
hardly be justified in saying that bonds 
will ever regain the place they occupied 
years ago before the public interest in 
stocks was awakened. In the stock 
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CLINTON GILBERT 


Will Buy or Sell 


Aetna Fire Ins. 
Aetna Life Ins. 
Balto. Amer. Ins. 
Great Amer. Ins. 
Hanover Fire Ins. 
Home Insurance 


Nat. Liberty Ins. 


CLINTON GILBERT 


Established 1890 


Members Unlisted Securities Dealers Assn. 
Members Assn. of Bank Stock Dealers 


120 Broadway New York 
RECtor 4845 and 3720 


Municipal Bonds 


Safety of Principal 


All Maturities 


Ali Denominations 
Tax Exemption 
444% to 6.00% 


Write fer Offerings 
and Bank Discounts. 


theHanchelt Bond | 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicage 
New York Detroit Philadelphia Louls 
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Guaranteed 
SAFETY 
and 6% Yield 


Guaranteed safety and a yield of 
6 per cent are both yours in Empire 
Bonds. Your principal is secure— 
your income guaranteed. Back of 
each issue are valuable, income- 
earning properties. Every Empire 
issue is trusteed by a large bank 
or trust company. The bonds are 
legal for trust funds by actual court 
ruling. Executors, attorneys and 
endowed institutions favor them; 
so do wise individual investors. 
Write today for circulars of new 
issues. 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue, New York, N. Y. 


100,000 
to 
400,000 
parts daily— 


—are produced by the Stewart 
Die-Casting Corporation of Chi- 
cago, to help supply the national 
need for cooking ware, automo- 
bile parts, household appliances 
and a long list of miscellaneous 
equipment. 

The Stewart Die-Casting Corpor- 
ation is only one of four equally 
outstanding subsidiaries of Stew- 
art-Warner, each of which, 
through products of a _ widely 
diversified volume, is contributing 
in similar measure to Stewart- 
Warner prestige. 


List of products manufactured 
and copies of latest financial re- 
port can be obtained at brokers’ 
office or on application direct to 
the Corporation. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 


and subsidiaries 


Alemite Products Co. of Canada, Ltd. 
The Alemite Corp’n. 
The Bassick Co. 
The Stewart Die-Casting Corp’n. 


5252525250 


U. S. HEADQUARTERS 
Imported Arms, Ammunition & Parts 
Mauser -Luger- Merkel Bros. -Mannilicher, - Webley - Scott, etc. 
Fall line American Arms Ammunition 
Springfield's Restocked to Col. Whelen’s Revised Specifications 
Largest stock in America of fine new Rifles, Trap, Field Guns, 
Side Arms, Air Rifles & Pistols. * Telescopes mounted. * Expert 
Repairing. * Send 25c in stamps for 128 page Arms Catalog. 


A. F.STOEGER. Inc. NEW YORK.N.Y. 


509 Fifth Avenue (at 42nd St.) 


AMERICAN 


| duly forced or hastened. 


markets the present low level of activity 
is the very best thing that could happen, 
in the opinion of brokers and invest- 
ment bankers—if one exclude the more 
reckless investment bankers and promo- 
ters whose excessive flotation of new 
issues was largely responsible for the 
collapse last fall. 

Brokers’ loans are being further liqui- 
dated, people are using savings to pay 
up the balances due on stocks purchased 
months ago, and it should not be many 
months hence until new capital will be 
available in large quantities for invest- 
ment. The recovery should not be un- 
As a barometer 
and forecaster of general business, some 
rise in stock prices would be a natural 
and a healthy sign, and it would be an 
optimistic signal to business, yet at the 
moment any resumption of bullish activi- 
ties such as characterized the unbridled 
speculation of only a few months ago 
would be premature and quite unwar- 
ranted by actual business conditions and 
prospects. 


Growth of Foreign Trade 


SUMMARY of foreign trade for 

the full year 1929 shows an in- 
crease over 1928 in exports and imports 
to totals that surpass any previous 
year, even during the war and post-war 
boom; if allowance be made for changes 
in the commodity price level. Exports 
amounted to $5,248,000,000, and as com- 
pared with $5,128,000,000 in 1928 in- 
creased $120,000,000 or 2.3 per cent. Im- 
ports increased from $4,091,000,000 to 
$4,400,000,000, or by $309,000,000, equiv- 
alent to 7.6 per cent. In 1928 the ex- 
cess of exports over imports was $1,037,- 
000,000 and in 1929 it declined to $848,- 
000,000, which is still a very substan- 
tial balance for a creditor country. 

There was a rising tide of imports 
for every month except December, which 
was perhaps curtailed because of the 
stock market slump. Monthly exports, 
except in May, ran ahead of the pre- 
ceding year for the first three quarters, 
but in October, November and December 
fell behind, which, however, does not de- 
note any permanently unfavorable turn, 
for exports in the final quarter of 1928 
were swelled by unusually large ship- 
ments of cotton. 

The most conspicuous feature of our 
trade in 1929 was the expansion in ex- 
ports of factory products, in the foreign 
sale of which the United States now leads 
the world. Considering the abnormally 
high money rates prevailing in New 
York during the greater part of last 
year, which restricted foreign financing, 
drew liquid capital from banking centers 
abroad and depressed exchange rates, the 
achievement of a gain in American ex- 


| ports is remarkable. 
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ve0—THe orIGINAL ROTARY 


An Appeal 
To Reason 


De Rotary at 

8th Nat’l Bank and 

Trust Co., Phila- 
delphia 


Mr. Banker, when you purchased 
your bank vault you were sold on 
buying as strong a vault as your bud- 
get would afford. Your vault door 
may be 10” solid thickness or 36”— 
the thicker it is the more protection 
you have. The same line of reasoning 
applies to night depository entrances 
—therefore we designed 4 models each 
with a different protection factor. 


ROTARY WEIGHTS 
Universal Peerless II DeLuxe Victory 
300-Ib. 400-Ib. 800-Ib. 1000-Ib. 
Yeo Rotaries have few moving. parts. 


Yeo Night Depositories are accepted as 
standard, and carry lowest insurance rates. 


The Bank Vault 
Inspection Co. 


Samuel P. Yeo, President 


Orrices: 5 South 18th Street, 
Philadelphia, Pa. 
Chieage: 6 N. Michigan Bivd. 
New York: 175 Fifth Ave. 
SALES BNGINEEBRS IN ALL PRINCIPAL CITIES 


Clip and Mail Coupon 


Bank Vault Inspection Co., 
5 South 18th St., 
Philadelphia, Pa. 


0 Please send complete in- 
formation on Yeo Rotary 
Night Depository. 


0 Please quote ‘on installa- 
tion from attached plans. 


sg YEO—THE ORIGINAL ROTARY 


| 
ae 
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To Out-of-Town Clients 


The Gentral Banknote Company, with com- 
plete plants in both Chicago and New York 
City, is prepared to give immediate quality 
service to clients in any part of the United 
States on the printing or engraving of Bonds, 
Stock Gertificates or other listed or unlisted 
securities. Write or phone to whichever 
office is nearest you and, if desired, we will 
send a representative. 


President 


CENTRAL BANKNOTE 
COMPANY 


319-331 N. Albany Ave., 233-245 Spring St., 
Chicago New York 
Van Buren 8000 Walker 3976-3979 


COMPLETE PLANTS IN CHICAGO AND NEW YORK 


Better than 


ordinary Shades 
and Awnings 
combined 


ATHEY SHADES do not cut off 
the top light as awnings do and 
they allow a great deal more shaded 
light to enter than ordinary shades. 
Besides being the handsomest shade 
for any Office, Hotel, Hospital, 
School or Public Building, ATHEY 
Shades are practical as they are in- 
stantly adjustable to shade any part 
of the window. 

SPECIAL FEATURES 
ATHEY Shades resist dirt. Dyed in seven 
non-fading colors to harmonize with various 
office finishes. Always the same distance 
from the window. No rollers, latches, 
catches or springs to slip, stick or break. 
In any length and in widths up to 16 feet. 
Sunbursts for circle-head, segmental or 
Gothic windows. Also operating shades for 
skylights. 


ATHEY COMPANY Shades and 


6029 W. 65th St., Chicago, IIl. Cloth-lined 


Representatives in Principal Cities " 
Metal Weather 
Cresswell-Pomeroy Company Strips 
Montreal and Toronto 


IN TWO WEEKS 


165 Banks have placed group subscriptions for the AMERICAN BANKERS ASSOCIATION 
JOURNAL for the benefit of more than ONE THOUSAND of their officers, directors 
and employees. There is no more effective method of getting the newest and most 
progressive banking slants than through this group subscription method. Is your 
bank using it? 


Today’s Quick 
Assets 


By C. E. PARKER 


Vice-President, American National Bank, 
Wausau, Wis. 


N the increasing rapidity of the 

turnover of business today, which 

is the very life and vitality of 

business, bankers are fast learning 
that the financial statement in itself is; 
not all sufficient to keep them in touch 
with the rapid changes. 

The financial statement of yesterday 
is no longer true today, the cash of 
yesterday is changed, the receivables are 
either greater or less, the merchandise 
account has to some degree been turned 
into accounts receivable. Over on the 
other side, the payables have either in- 
creased or decreased so that yesterday’s 
financial statement does not reflect the 
true condition of business today and 
gives but little more than a picture of 
yesterday and the relative and compara- 
tive position of that business with for- 
mer statements. 


To Detect in Advance 


EVERTHELESS, it has served its 

purpose, for on its date it has 
disclosed the relative position of the 
business so far as its current or quick 
assets and liabilities are concerned, and 
has reflected by comparison whether 
these items are maintaining or whether 
they are moving below the line to a fixed 
situation. It reflects very clearly the 
condition of the company as of the date 
of the statement and by comparison 
prior thereto, and gives bankers the cur- 
rent position of the loans they have 
made. 

But bankers are interested in more 
than the present condition of any respec- 
tive business. They want to know how 
business is going to be tomorrow and 
the next day and sufficiently into the 
future to know with certainty that the 
loan which has been made will come back 
and be paid promptly when due. It is, 
therefore, necessary that we supplement 
the present financial statement with the 
working and profit and loss statement 
in order to cope with the present turn- 
over of business. In the financial state- 
ment facts are disclosed, in the working 
statement action is expressed and de- 
fined. By comparing working state- 
ments the banker is enabled to know 
which way business is going, helping 
him to detect in advance whether his 
loans are safe and will be repaid as was 
expected when the loan was made. 

The day is here when we cannot have 
too much brains in the bank or in 
business. Both banks and business are 


£ 
ARE 
Var “By 
= 
SBA 
be: 
4a 
* 4 
; 
| 
| | 
| 
; 
ath, “a 
- 


February, 1930 AMERICAN BANKERS ASSOCIATION JOURNAL 


cognizant of the rapid changes which 
they are experiencing and realize the 
need of each other’s help. Our cus- 
tomers and borrowers are glad to give 
us the information we desire, but I am 
fearful that bankers are slow to grasp 
the necessity of the working statement, 
much as they were in the days gone by 
in respect to the financial statement. 
We must not lose sight of the fact that 
today our loans must be based on quick 
assets and not on assets of yesterday; 
that quick assets are changing constant- 
ly while the fixed assets of yesterday 
make for fixed loans; that the banker of 
today in making loans becomes not only 
an important factor but a partner in 
business and must go hand in hand, 
guiding its future; that his loans when 
made were of a liquid character, and it 
is his duty to see that they remain as 
such in order that they may be repaid 
in liquid funds; that the working state- 
ment is the moving picture of the finan- 
cial statement; and that unless we are 
cognizant of its value we shall too often 
wake up to find that it is necessary for 
us to glance below the line at the fixed 
assets and realize too late the fixed 
character of our loans. 

It may be said that the profit and 
loss statement once a year is no better 
than a financial statement. To some 
degree this may be true. On the other 
hand, if comparison of the working 
statement does not show the proper 
profits for the year just closing, it is 
self-evident that unless some changes 
be made in the business itself, it cannot 
ordinarily show a profit for the ensuing 
year. There is, however, upon close 
study of the working statement, a sur- 
prising fact; it suggests action, and the 
more you study and compare the ele- 
ments that go into it, the more you real- 
ize the direction in which that particular 
business is going. 


It Is the Barometer 


O important is it in these days to 

keep up with the trend of business 
that I am quite sure that supplementing 
the working statement will come as a 
monthly trial balance. In fact, this is 
already beginning to appear among 
those lines of business that are anxious 
to keep their bankers informed as close- 
ly of their condition as they are them- 
selves, nor will it be out of line, if in 
the future banks will demand working 
statements on a monthly basis, as in- 
formation to the banker cannot be too 
close to the trend of business. 

There cannot be too much emphasis 
placed upon the importance of the work- 
ing statement. It is the barometer by 
which you can forecast the immediate 
future; it supplants the fixed condition 
of the financial statement and shows the 
action of business; it discloses the man- 
ner in which your loans will be paid and 


Scovell Wellington 


and Company 
ACCOUNTANTS + ENGINEERS 


10 East 40TH Street, New York City 


BOSTON CLEVELAND CHICAGO PHILADELPHIA 
SPRINGFIELD SYRACUSE KANSAS CITY SAN FRANCISCO 


A Complete Banking Service 
The Midland Bank offers exceptional facilities for transacting 
banking business of every description. Together with its affilia- 
tions it operates over 2450 branches in Great Britain and Northern 
Ireland and, in addition to offices in the Atlantic Liners Agustama, 
Berengaria and Mauretania, has agents and correspondents in all 
rs of the world. The offices of the Bank in Poultry, London, 
.C. 2 and at 196 Piccadilly, London, W.1 are specially equipped 
for the use and convenience of visitors in London. 


OVERSEAS BRANCH : 122 OLD BROAD STREET, LONDON, E.C. 2. 


MIDLAND BANK 


HEAD OFFICE: s THREADNEEDLE STREET, LONDON, E.C.2 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G MAC obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office -- BROADWAY at 57TH STREET ~ New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $66,000,000 
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assures you whether or not your ad- 
vances will be returned to you in the 
For Current Income— same liquid character in which they were 


For Future Needs— loaned. Without it, there is no excuse 
if loans become fixed, for the financial 


morrow disclose the real situation. 


Some investors want their dividends to pay hall 
rent expenses; the Cities Service monthly divi- . . 
dend meets their wishes perfectly. Mid-Winter Trust 


Other investors want chiefly to provide for fu- Meeting 
ture needs and luxuries; for them there is the LFRED E. SMITH, former Gov- 
Doherty Reinvestment Plan. A ernor of New York State, now 
Chairman of the Board, County Trust 
artes of the Cities Under this plan dividends are reinvested auto- Company, New York City, will be one 
tion os ae matically—your holdings grow rapidly. Let us of the speakers before the Eleventh Mid- 
wan tell you about this easy way to build an estate. Winter Trust Conference, to be held 
February 18, 19 and 20 in New York 
MAIL THE itll City under the auspices of the Trust 
eS Company Division of the American 
Bankers Association. Other speakers 
will include James H. Perkins, President 
Please send me full information City Bank Farmers Trust Company, 
New York; P. D. Willcock, Manager 
Midland Executor and Trustee Co., Ltd., 
Manchester, England, will speak on ex- 
STATEMENT OF CONDITION OF ecutor and trustee work, and Francis H. 


THE EXCHANGE NATIONAL BANK Sisson, Vice-President Guaranty Trust 


Company, New York, will indicate the 
OF TAMPA, FLORIDA rate of growth in trust business for 1929, 
as revealed by a national survey being 
December 31, 1929 made by the Trust Company Division. 
RESOURCES 


Loans and Discounts - - - = - $ 6,007,283.33 
Stock in Federal Reserve Bank - - - 45,000.00 Oregon’s Savings Depositors 
U. S. Bonds to secure Circulation - - 209,000.00 Through a clerical error in the figures 
Banking House, Furniture & Fixtures 430,500.00 of savings depositors in national banks 
Overdrafts - © 1,296.81 in the State of Oregon as supplied by 
Municipal and Cor- official sources, the recently issued com- 
porate Bonds - - - $1,551,687.30 pilation covering the United States in- 
U. S. Bonds and Certifi- dicated that Oregon suffered a serious 
cates of Indebtedness - 2,821,290.49 loss in depositors of’ this class, when as 
Cash and due from Banks 3,028,291.73 7,401,269.52 an actual fact the state made a gain, 
Sr says a statement by the Savings Bank 
LIABILITIES $14,094,349.66 Division of the American Bankers As- 


Capital Stock - - - - - $ 1,000,000.00 
Surplus and Undivided Profits - 604,107.94 Through omission of a single digit the 
United States Currency Issued 208,997.50 official data stated that savings deposi- 
Dividends Unpaid - - - 40,000.00 tors in national banks in Oregon num- 
DEPOSITS ee 12,241,244.22 bered 89,960 on June 29, 1929, whereas 
it should have been 189,960. The com- 
$14,094,349.66 pilation for savings depositors in all 
classes of banks as a result of this mis- 
take in the Government figure gave 
Oregon 197,727 savings depositors in- 
stead of 297,727. The comparable figure 
for 1928 was 295,430. 


HENRY L. DOHERTY & CO. 
60 Wall Street, New York City 


New Book 


THE CHICAGO STOCK EXCHANGE. 
By Wallace Rice. Published by the 
Committee on Library of the Chicago 
Stock Exchange. 103 pages. 


The history of the Chicago Stock Ex- 
change is brought up to date in this re- 
vision of the previous edition of the 
official account of the institution which 
was published in 1923. 


THE OUTSTANDING ADV ANT AGE 


of the Journal’s group subscription plan lies in the fact that it keeps every recipient 
alert to new ideas. Try the plan out on five members of your staff and see what 
dividends it pays. 


| Natiofial Banke 
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New York Waits 


WO reports of special interest to 

bankers were submitted to Governor 
Franklin D. Roosevelt of New York late 
in January. 

The Banking Commission appointed by 
the governor last year and headed by 
George W. Davison, president of the Cen- 
tral Hanover Bank & Trust Co., recom- 
mended two important changes in the 
state banking laws. The first would pro- 
hibit chain banking and curb branch 
banking. The second was that the state 
banking authorities extend their author- 
ity to include supervision of private 
banks paying a specified interest on de- 
posits. Supplementing the recommenda- 
tion against chain and branch banking, 
the commission urged that the state take 
no action until the government in Wash- 
ington had made the first move. 

The report of the Joint Legislative 
Commiteee on Banks, of which Senator 
Nelson W. Cheney is chairman, described 
the growth of investment trusts in the 
United States. It reached the conclusion 
that nothing in the present situation 
called for legislative action. 

The committee believed that the devel- 
opment of the investment trusts might 
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involve dangers at some future time, in 
which case legislation for the protection 
of the public could be considered. 


Savings Conferences 


HE first regional savings conference 
"hl mae for the current year is that 
at Tulsa, Oklahoma, on March 5-6, at 
the Mayo Hotel. Mr. A. E. Bradshaw, 
Vice-President, First National Bank & 
Trust Co., Tulsa, is chairman of the 
Tulsa committee having the conference 
in charge. Among the subjects to be 
discussed are: “What savings means to 
our national prosperity”; “Are banks 
meeting competition of other investment 
corporations?”; “Effective savings ad- 
vertising”; “Investment trusts”; “What 
is a good savings banker?”; “Developing 
the bank personnel”; and “The problem 
of unprofitable business.” 

A banquet will be held on the evening 


of March 5. 
The second conference in the series 


will be held at the Hotel Commodore in 
New York for the New England and 
Middle Atlantic States on March 20-21. 
The third one will be held at Detroit, 
March 27-28; and the fourth at Salt 
Lake City on May 27-28. 
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YOUR 


CANADIAN 
CORRESPONDENT 


GUARDIAN 


TRUST COMPANY 
618 ST. JAMES ST., MONTREAL 


Robert Stanger, Pres. 


BANCA NAZIONALE 
DI CREDITO. 


HEAD OFFICE IN MILAN 


Capital ........ Lire 300,000,000 fully paid 

Reserve Fund.. Lire 60,000,000 

Deposits (Oct. 31,’29), over Lire 2,417,000,000 
80 BRANCHES IN ITALY 


te OFFICE IN NEW 
K: 76 WILLIAM STREET. 


:. BANQUE ITALO-FRANCAISE DE 
Marseilles, Grompalia 


CREDIT, Paris, Nice, Tunis and 

(Tunis): BANCO ITALO-EGIZIANO, Alexandria, Bent- 
Mazar, Beni-Suef, Cairo, Fayum, Mansura, Minieh, Mit- 
Ghamr, Tantah; BANCA DALMATA DI SCONTO, Zera, 
Sebenico and Spalato; BANCA COLONIALE DI 

ITO, Asmare, Massaw. 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED. 


When he says, “Hands Up!” 
Use your foot— 

to send the alarm to police headquar- 
ters. As a matter of fact, when the 


gunmen survey the field, they pass up 
immediately those banks which have 


PADUA Hold-Up Protection 


Now used by the largest banks in the 


country. Let us tell you how you 
can equip with PADUA. 


PADUA Hold-Up Alarm Corporation 
40 Seneca Street, Cohoes, N. Y. 


Make Your Files an Accurate 


Your Business 
Papers not bound necessitate con- 
* stant refiling, inviting inaccuracy 
and loss. 

But Acco Pressboard Binder- 
Folders (embodying the well-known 
Acco Fastener) eliminate this risk. 
Binding papers temporarily or 

+ permanently, they compel accuracy, 
and create up-to-date reference 
| books of your business. 


Send for, sample, giving dealer's name 


AMERICAN CLIP CO., Long Isiand City,N Y. 


ACCO FOLDERS 


“Bound Papers are Sate Papers” 


For the economical storage of Inactive records. Auto- 
matic lock, steel reinforced, dust proof, durable. 86 
sizes. Save 90% of your filing cost without loss of eMfi- 
ciency. Insist on seeing QUIK-LOKS before purchas- 
ing Storage Files. A dealer is near you. Write today. 
KAY-DEE CO., 3618-3644 S. 36th St., Lincoln, Neb. 
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WHAT DO YOU THINK? 


*@ Being a more or less personal talk between the Epttor and the READER @ 


Stock Exchange Business in 
Country Banks 


N the opinion of R. E. Edwards, presi- 

dent of the First National Bank of Peru, 
Ind., the recent increase in the rate of 
brokerage commission made by the New 
York Stock Exchange is going to work a 
hardship on country banks. 

“I have just learned that the New York 
Stock Exchange has raised brokerage com- 
missions on the purchase or sale of bonds 
from $2.00 to $2.50 per thousand,” he 
writes “This may be justifiable to the gen- 
eral public who buy and sell bonds on their 
own account, direct through broker’s offices 
and to whom the brokers furnish more or 
less time and facilities. However, I be- 
lieve it is going to work a considerable 
hardship to financial institutions who buy 
and sell for their customers through broker- 
age houses and particularly to country 
banks. 

“The latter have to spend time advising 
people about investments, that in brokerage 
offices is spent by partners and employees 
of the Stock Exchange houses. They also 
have some expenses for recording and trans- 
mitting orders, making remittances, deliv- 
eries, etc. 


“Like many other country banks we have 
about taken care of this expense by a small 
surcharge on the brokers’ commission but do 
not believe the brokerage of $2.50 will 
stand any surcharge. To the detriment of 
our own profits we have also adopted the 
policy of advising customers in favor of 
listed securities on account of their greater 
marketability and more satisfactory position 
in case they are used as collateral. Unless 
the Stock Exchange houses can arrange to 
take care of commissions for institutional 
business out of the $2.50 they are now 
charging, they are going to lose a lot of this 
kind of business. 

“The rules of the Stock Exchange pro- 
hibit Stock Exchange firms from dividing 
commissions. I am wondering whether the 
American Bankers Association would not 
find it desirable to take this up with the 
governing board of the New York Stock 
Exchange to see if an exception could not 
be made in the case of banking institutions 
whose business, on the whole, is less expen- 
sive to handle and at least as satisfactory, 
as the business of the general public. 

“T know, from talking to other country 
bankers, that I am voicing the thoughts of 
a good many of them.” 


Help your staff and your directors to 
serve you better by providing each of them 
with his own copy of the American Bankers 
Association Journal. 


President of the Stock 
Exchange Explains 
Commission Policy 


66, AM obliged to you for bringing to 

my attention the letter of your out-of- 
town bank president in regard to Stock 
Exchange commissions on the purchase or 
sale of bonds,’ writes E. H. H. Simmons, 
president of the New York Stock Exchange, 
referring to Mr. Edwards’ letter printed 
in the column at the left. 

“I appreciate that until investors are ac- 
customed to the slight increase in the com- 
mission it may produce to some extent the 
effect stated in the letter. Your corre- 
spondent is correct in believing that the 
rules of the Stock Exchange prohibit Stock 
Exchange firms from dividing commissions 
with non-members of the Exchange. This 
rule has been basic in the administration of 
the Stock Exchange for a great many years, 
and it is quite fundamental, as I see it, to 
Stock Exchange administration. I am cer- 
tain that the Stock Exchange would be 
unwilling to make any change of the kind 
proposed by your correspondent. 

“T think it is fair to point out that all 
commission rates set by the Stock Exchange 
are minimum rates, and that Exchange 
members are always at liberty to charge 
rates in excess of these minimum rates if 
they so desire. As a rule, of course, com- 
petition between Exchange firms tends to 
hold rates actually charged to the minimum 
figures, but this is by no means invari- 
ably so. 

“As regards the bearing of our rules 
upon banks who purchase and sell securi- 
ties for their customers, the situation as it 
exists at present seems entirely just. If 
there is any special advantage to the in- 
vestor in purchasing securities through his 
bank rather than through a Stock Exchange 
house, it does not seem reasonable that the 
customer should object to paying for this 
special advantage with just such a surcharge 
over the Stock Exchange minimum commis- 
sion rate as your correspondent mentions. 
If, on the contrary, there is no advantage in 
purchasing securities through a bank rather 
than through a Stock Exchange firm, the 
Stock Exchange would not be justified in 
creating a special class of intermediaries to 
share in its minimum commissions and, as 
a result of the diminished Stock Exchange 
members’ earnings from this source, be 
forced to raise all its commissions. 

“The New York Stock Exchange today 
maintains what are probably the lowest com- 
mission rates of any of the great stock ex- 
changes of the world, and it has been able 
to accomplish this desirable result by for- 
bidding splitting its minimum rates, as is 
so frequently done abroad. Foreign experi- 
ence with splitting stock exchange commis- 
sions has clearly shown most undesirable 
results to everyone concerned. 

“Once the rule is broken, any consider- 
able buyer or seller of securities will de- 
mand the discount or rebate on the com- 
mission, to the point where even customers’ 
men (like the so-called ‘half-commission 
men’ in London) obtain it. The inevitable 
result of such a development is to prevent 
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the Stock Exchange from having any con- 
trol over the way either its members or their 
customers do business and this would, of 
course, in this country be completely sub. 
versive to the whole solution of Stock 
Exchange policy toward more and more ade- 
quate protection of the investing public. 

“The attitude of the Stock Exchange, 
therefore, is not dictated by trivial or selfish 
motives. The question of splitting com- 
missions is, in fact, as I have said, abso- 
lutely fundamental to Stock Exchange ad- 
ministration.” 


Banking in the Northwest 


ERE is a seasonal paragraph taken 

from a letter written by a country 
banker in the Northwest. It is reproduced 
because it is splendidly suggestive of what 
many a good banker is going through to 
meet his responsibilities, and to serve his 
community: 

“Last week I started on a 220-mile auto 
drive to attend a directors’ meeting and got 
home about midnight. The second morn- 
ing after I left for another directors’ meet- 
ing, 100 miles away, with the thermometer 
at 37 below. When we stopped for break- 
fast it had warmed up to 32 below.” 


Make It Clear 


6 A YOUNG lady at school in New York 

is told that she cannot open a bank 
account with less than $200 and that when 
a larger account drops to a $200 balance it 
is closed,” writes an inquirer from Toronto, 
Canada. “Is this true?” 

The tone of the letter indicates that the 
writer had the impression that no account 
might be opened anywhere—not even in a 
savings bank—with less than $200. 

The wrong impression in this case may 
have been due to the failure of the in- 
quirer to adequately grasp the explanation 
when she sought to deposit a small sum, or 
it may have been due to the failure of some- 
one in a bank to explain the case fully and 
precisely. 

Whatever the reason may have been, this 
small incident may well serve to remind all 
of us that in so far as time and circum- 
stances permit every explanation, especially 
if it accompanies a declination might well 
be couched in language calculated to admit 
of no misinterpretation. For every bank 
has its group of daily visitors with non- 
banking propositions, and with business that 
is not wanted. But properly enlightened, 
they may spread correct information about 
banks instead of misinformation. 
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